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ORDER  OF  REFERENCE 


(EXTRACT  from  the  Minutes  of  the  Proceedings  of  the  Senate ,  15  December, 

1947.) 

The  Honourable  Senator  Robertson,  seconded  by  the  Honourable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and 
Employment  held  at  Geneva  from  April  10  to  October  30,  1947,  together  with 
the  complementary  agreements  of  October  30,  1947,  between  Canada  and  the 
United  States  of  America  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 

The  question  being  put  on  the  said  motion,  it  was — 

Resolved  in  the  affirmative. 


L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Tuesday,  December  16,  1947. 

I  Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 

Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators: — Euler,  Chairman;  Ballantyne,  Bishop, 
Blais,  Burchill,  Davies,  Duffus,  Haig,  Howard,  Kinley,  MacLennan,  McKeen, 
McLean,  Nicol,  Paterson,  Robertson,  Turgeon  and  White,  18. 

Mr.  J.  F.  MacNeill,  K.C.,  Law  Clerk  and  Parliamentary  Counsel,  the 
Senate,  was  in  attendance. 

The  official  reporters  of  the  Senate  were  in  attendance. 

Pursuant  to  the  order  of  reference  of  15th  December,  1947,  the  Committee 
proceeded  to  the  consideration  of  the  subject  matter  of  the  General  Agreement 
on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Application  thereof, 
annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory  Committee 
of  the  United  Nations  Conference  on  Trade  and  Employment  held  at  Geneva 
from  April  10  to  October  30,  1947,  together  with  the  complementary  agreements 
of  October  30,  1947,  between  Canada  and  the  United  States  of  America  and 
between  Canada  and  the  United  Kingdom. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board,  was  heard  in  explanation  of 
the  manner  in  which  the  negotiations  were  conducted  at  Geneva,  and  was 
questioned. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations,  Department  of  Finance, 
was  heard  in  explanation  of  the  preparation  of  the  Draft  Charter;  gave  a 
summary  of  the  details  of  the  Charter,  and  was  questioned. 

On  motion  of  the  Honourable  Senator  Howard,  it  was — 

Resolved  to  report  recommending  that  authority  be  granted  for  the  printing 
of  1,000  copies  in  English  and  200  copies  in  French  of  the  evidence  adduced 
before  the  Committee  on  the  said  subject  matter,  and  that  Rule  100  be  suspended 
insofar  as  it  relates  to  the  said  printing. 

At  1  p.m.  the  Committee  adjourned  until  tomorrow,  Wednesday,  17th 
December,  1947,  at  10.30  a.m. 

Attest: 

H.  ARMSTRONG, 
Clerk  of  the  Committee. 

) 
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MINUTES  OF  EVIDENCE 

The  Senate 

Tuesday,  December  16,  1947. 

Pursuant  to  the  order  of  reference  of  December  15,  1947,  the  Standing 
Committee  on  Canadian  Trade  Relations  met  this  day  at  10.30  a.m.,  and 
proceeded  to  the  consideration  of  the  subject-matter  of  the  General  Agreement 
on  tariffs  and  trade  negotiated  at  the  second  session  of  the  Preparatory 
Committee  of  the  United  Nations  Conference  on  trade  and  employment,  held 
at  Geneva  from  April  10  to  October  30,  1947. 

Hon.  Mr.  Euler  in  the  Chair. 

The  Chairman  :  Honourable  senators,  the  committee  is  called,  as  you  know, 
for  the  purpose  of  considering  the  subject-matter  of  the  resolution  in  connection 
with  the  Geneva  trade  agreements.  In  order  to  assist  us,  we  have  with  us  today 
Mr.  McKinnon,  the  Chairman  of  the  Tariff  Board,  and  Mr.  Deutsch  of  the 
Department  of  Finance  and  Mr.  Kemp  of  the  Department  of  Trade  and 
Commerce — I  am  sorry  that  I  do  not  know  just  what  their  official  titles  are  in 
these  departments.  Since  we  are  uninformed  as  to  these  trade  agreements — at 
least,  I  know  I  am — I  was  going  to  suggest  that  possibly  all  we  can  do  today 
is  to  hear  from  these  gentlemen,  who  were  Canadian  representatives  at  the 
negotiations  upon  which  the  agreements  made  at  Geneva  were  founded.  Before 
they  speak  I  believe  the  leader  of  the  government  in  the  Senate,  Senator 
Robertson,  might  care  to  make  a  few  remarks. 

Hon.  Mr.  Robertson:  Mr.  Chairman,  there  is  just  one  remark  that  I  should 
like  to  make  at  the  outset.  Mr.  McKinnon  spoke  to  me  and  suggested  that 
owing  to  the  delicate  position  which  he  held  as  a  negotiator  of  the  agreement 
on  behalf  of  Canada,  and  which  he  might  hold  again  in  future  negotiations,  it  is 
quite  possible  that  some  questions  might  be  asked  which  he  might  feel  it  difficult 
to  answer  because  of  the  risk  of  prejudicing  his  position  in  the  future.  I  spoke 
to  the  Chairman  about  it  and  suggested  that  Mr.  McKinnon  would  have  to  be 
the  judge  as  to  whether  or  not  he  should  answer  any  particular  question,  and 
if  it  does  happen  that  he  has  to  decline  to  answer  any  question  I  am  sure  the 
committee  will  appreciate  his  point  of  view.  It  will  be  a  matter  for  the  good 
judgment  of  all. 

The  Chairman:  Perhaps  it  might  be  well  to  let  Mr.  McKinnon  proceed 
with  his  statement  without  interruption,  and  have  questions  at  the  conclusion 
of  his  remarks.  However,  that  is  a  matter  for  the  committee.  What  is  the 
desire  of  the  committee? 

Hon.  Mr.  Ballantyne:  Have  questions  at  the  conclusion  of  his  remarks. 

Hon.  Mr.  Kinley:  Let  him  tell  his  story  first. 

The  Chairman:  I  do  not  think  I  shall  be  very  strict  about  it  if  a  question 
is  interjected.  What  is  your  wish,  Mr.  McKinnon. 

Mr.  McKinnon:  I  have  no  prepared  statement,  Mr.  Chairman,  and  what¬ 
ever  the  committee  wishes  will  suit  me. 

Hon.  Mr.  Haig:  Mr.  Chairman,  I  want  to  register  my  dissent  from  the 
statement  made  by  the  leader  of  the  government,  Senator  Robertson.  What 
he  suggested  is  the  old  policy  that  existed  prior  to  the  First  World  War,  secret 
diplomacy.  I  do  not  think  we  should  have  any  secret  diplomacy  at  all.  We 
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have  nothing  to  hide,  and  there  should  he  no  secrecy  about  any  negotiations 
that  we  have  with  the  United  States  or  with  Russia  or  any  other  country.  The 
sooner  the  world  adopts  the  policy  which  a  great  many  of  us  have  advocated, 
open  diplomacy,  the  better  it  will  be  for  the  world.  I  repeat  that  I  want  to 
register  my  protest  against  the  leader’s  statement. 

The  Chairman:  I  doubt  very  much  whether  there  will  be  any  occasion 
for  difference  of  opinion  about  this  matter  today.  If  it  should  happen  that 
Mr.  McKinnon  feels  that  the  answer  to  any  question  submitted  by  any  member 
of  the  committee  might  be  prejudicial  to  our  national  interests,  we  will  leave 
it  to  Mr.  McKinnon  as  to  whether  he  will  answer  or  not. 

Hon.  Mr.  Haig:  That  is  fair  enough. 

Mr.  Hector  B.  McKinnon,  Chairman  of  the  Tariff  Board:  Mr.  Chairman 
and  honourable  members,  as  I  said  a  moment  ago,  I  have  no  prepared  statement. 
I  think  the  move  to  have  the  agreement  examined  by  a  committee  is  a  very 
sensible  one,  because  it  will  undoubtedly  lead  to  questions  and  answers,  which 
is  the  quickest  and  clearest  way  of  bringing  out  the  salient  facts  regarding  what 
is  unquestionably  a  very  complicated  technical  document. 

Mr.  Chairman,  it  might  help  the  members  of  the  committee  if  I  said  a  few 
words  about  the  manner  in  which  the  negotiations  were  conducted  at  Geneva. 

The  members  of  this  committee  will  know  that  the  Canadian  delegation  to 
Geneva  was  headed  by  the  Honourable  Dana  Wilgress,  Minister  to  Switzerland; 
but  as  Mr.  Wilgress  was  made  chairman  of  one  of  the  important  full-time 
committtees  of  the  conference  he  was  necessarily  removed  almost  entirely  from 
the  day  to  day  routine  work  of  our  own  delegation. 

Our  work  fell  into  two  divisions:  First,  the  discussions  regarding  a  'charter, 
of  which  Mr.  Deutsch  of  the  Department  of  Finance  took  'charge,  fit  was  generally 
agreed  at  Geneva,  I  believe,  that  probably  only  one  other  delegate  was  as 
thoroughly  informed  about  the  details  of  the  charter  as  was  Mr.  Deutsch.  When 
we  come  to  discuss  the  charter  itself,  Mr.  Deutsch  has  come  prepared  to  answer 
all  questions. 

The  second  part  of  our  work  was  the  negotiating  of  the  various  trade  agree¬ 
ments  between  Canada  and  other  countries.  It  happened  because  of  experience 
and  age  that  I  was  put  in  charge  of  the  negotiating  team.  Mr.  Kemp,  who  is 
here  this  morning  from  the  Department  of  Trade  and  Commerce,  was  the  one 
responsible  for  asking  for  concessions  in  other  countries,  and  for  attempting  to 
get  all  the  concessions  he  could.  In  turn,  it  fell  to  me  to  recommend  to  the 
government  how  far  we  could  go  by  way  of  paying  for  the  concessions  in  respect 
to  our  own  tariffs. 

The  draft  charter  that  emerged  from  Geneva  has  now  gone  to  a  conference 
at  Havana.  There  was  a  total  of  23  nations  at  Geneva  discussing  the  charter  and 
negotiating  trade  agreements,  but  at  Havana  there  are  some  55  or  60  nations 
discussing  it.  It  is  possible  that  at  Havana  the  charter  may  be  so  changed, 
emasculated  or  watered  down  as  not  to  be  very  satisfactory  to  the  original  group 
at  Geneva.  In  this  ease,  as  Mr.  Deutsch  will  explain,  we  need  not  be  greatly 
concerned.  Although  that  situation  would  be  lamentable,  it  would  not  necessarily 
be  a  calamity. 

Because  the  important  sections  of  the  eharter,  all  those  sections  necessary 
to  the  functioning  of  a  code,  have  been  'carried  into  what  has  been  called  a 
General  Agreement,  that  General  Agreement  may  carry  on  among  the  countries 
who  wish  it  carried  on,  even  if  there  should  be  no  charter  at  all.  I  wish  to  make 
that  clear,  Mr.  Chairman,  because  there  may  be  some  confusion  in  the  minds  of 
some  as  to  the  difference  between  the  General  Agreement  and  the  charter. 
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Hon.  Mr.  Haig:  Mr.  Chairman,  may  I  interrupt?  I  think  Mr.  McKinnon 
ought  to  explain  the  relationship  between  the  agreement  -and  the  charter.  I 
honestly  do  not  know  what  he  means  ;by  the  charter. 

The  Chairman:  I  admit  that  I  am  in  the  same  awkward  position. 

Mr.  McKinnon  :  I  am  prepared  to  do  that,  but  I  think  it  would  , 'be  better  if 
(  Mr.  Deutsch  explained  the  charter  and  the  Agreement. 

Hon.  Mr.  Haig:  I  am  interested  in  the  relationship  /between  the  two;  I  do 
not  want  to  know  what  their  terms  are. 

Mr.  McKinnon:  The  Agreement  is  based  on  the  'charter  in  this  way:  the 
charter  is  a  very  elaborate  document  involving  provisions  respecting  commercial 
policy  in  all  its  aspects,  employment,  economic  development,  use  of  quantitative 
restrictions,  subsidies  and  so  on;  but  there  were  extracted  from  the  eharter  in 
its  draft  form  a  sufficient  number  of  provisions  to  stand  by  themselves  in  case 
a  charter  should  not  finally  emerge.  The  nations  assembled  at  Geneva  agreed 
upon  those  excerpts  from  the  charter,  if  I  may  describe  them  in  that  way,  which 
have  become  what  is  now  known  as  the  General  Agreement. 

Hon.  Mr.  Haig:  Thank  you,  I  understand  that  explanation. 

Mr.  McKinnon:  There  are  twenty  tariff  schedules  to  this  General  Agree¬ 
ment,  numbered  one  to  twenty.  The  Canadian  schedule  is  number  five.  Most 
people  will  never  see  all  the  schedules,  because  they  are  most  voluminous  involv¬ 
ing  something  in  the  neighbourhood  of  45,000  tariff  items,  filling  four  quite  large 
volumes  printed  by  the  United  Nations.  The  one  which  is  of  chief  interest  to 
Canada  from  the  point  of  view  of  Canadian  tariffs  is  Schedule  No.  5,  which  has 
been  printed  separately  and  distributed,  I  believe,  Mr.  Chairman,  to  all  members 
of  the  committee. 

Mr.  Chairman,  we  are  in  the  hands  of  the  committee,  and  would  like  to  know 
whether  you  would  prefer  to  hear  first  about  the  general  text  of  the  Agreement, 
the  concessions  secured  for  Canada,  or  the  reductions  propo'sed  in  Canada  tariff. 

The  Chairman:  Will  you  explain  first  the  text  of  the  agreement? 

Mr.  McKinnon:  Mr.  Deutsch  will  do  that. 

The  Chairman:  What  is  the  wish  of  the  committee? 

Hon.  Mr.  Crerar:  I  would  suggest,  Mr.  Chairman,  that  it  might  be  interest¬ 
ing  to  the  committee  if  Mr.  McKinnon  would  in  a  general  way  give  us  some 
idea  of  the  difficulties  that  had  to  be  met  in  Geneva..  In  the  little  study  I  have 
been  able  to  give  this  subject  I  have  been  impressed  by  the  appearance  of  several 
escape  clauses.  I  note,  for  instance,  that  the  agreement  is  for  a  period  of  three 
years.  Now,  the  thought  naturally  arises  in  one’s  mind  that  there  might  not  be 
permanence  to  this,  that  there  was  a  general  feeling  among  the  delegates  at 
Geneva  that  this  was  a  sort  of  trial  and  error  business;  and  that  led  me  further 
to  wonder  if  there  had  been  a  lack  of  appreciation  of  the  importance  of  the 
basic  principles  which  underlie  international  trade.  Now,  while  it  may  not  be 
strictly  germane  to  an  examination  of  these  particular  schedules,  I  think  it  would 
be  interesting  to  the  committee  if,  out  of  his  long  experience,  Mr.  McKinnon 
)  could  give  us  in  a  general  way  some  of  the  difficulties  that  were  encountered,  and 
what  the  prospects  are  of  a  renewal  or  continuation  after  the  three-year  period 
is  over. 

Hon.  Mr.  Ballantyne:  Would  it  not  be  of  most  interest  if  we  heard  first  the 
Canadian  changes,  if  that  suits  you? 

The  Chairman:  It  is  just  a  question  whether  you  want  to  get  a  description 
of  the  general  picture,  which  it  was  in  my  mind  that  Mr.  McKinnon  or  Mr. 
Deutsch  could  give  us,  or  whether  you  want  to  proceed  immediately  to  the 
particulars  of  the  tariff  changes. 
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Hon.  Mr.  Ballantyne:  You  are  right. 

The  Chairman:  All  right.  Mr.  Deutsch? 

Hon.  Mr.  Crerar:  I  would  like  to  have  an  expression  of  opinion  from  Mr! 
McKinnon  as  to  whether  he  came  from  Geneva  hopeful  or  discouraged. 

The  Chairman  :  I  think  Mr.  McKinnon  feels  that  Mr.  Deutsch  could  speak 
with  more  knowledge  about  that  than  he  can.  I  think  Mr.  McKinnon’s 
particular  job  was  the  matter  of  making  concessions  to  these  other  countries 
and,  perhaps,  declaring  as  to  whether  we  could  agree  to  give  concessions.  A 
general  picture,  I  think,  could  be  given  by  Mr.  Deutsch.  Is  that  correct? 

Mr.  McKinnon:  I  am  quite  prepared  to  answer  Senator  Crerar’s  question. 
As  regards  the  three  years,  that  is  the  normal  term,  Senator  Crerar,  for  com¬ 
mercial  agreements  into  which  Canada  has  entered  in  the  past.  As  a  general 
rule  the  fixed  term  is  three  years,  subject  to  continuance'  thereafter  unless 
denounced  by  any  contracting  party.  As  a  general  rule  the  provision  is  for  six 
months’  notice  of  denunciation.  The  agreement  negotiated  with  the  United 
States,  for  example,  in  1938  was  still  running  on  when  we  went  to  Geneva  in  1947: 
it  was  a  three-year  agreement  with  a  six  months’  clause.  Therefore  it  may  follow 
— it  does  not  follow  necessarily — that  the  agreement  will  be  terminable  in  three 
years:  it  may  run  on  indefinitely.  On  the  other  hand  it  may  prove  that  some 
members  dislike  its  provisions  and  give  six  months’  notice  of  denunciation. 

As  regards  the  general  spirit  prevailing  at  Geneva  on  our  departure,  about 
which  you  asked,  I  would  say  this.  We  began,  I  think,  with  a  pretty  general 
feeling  that  there  would  be  a  successful  conclusion;  but  by  the  time  we  had 
been  there  three  or  four  months,  and  it  appeared  that  nothing  was  coming  out  of 
it  in  a  very  concrete  form,  the  feeling  of  optimism  gave  way  definitely  to  one  of 
pessimism;  and  certainly  some  delegates  felt  that  there  would  emerge  neither 
a  charter  nor  a  series  of  trade  agreements.  But  as  so  often  happens,  Mrv  Chair¬ 
man,  that  corner  was  turned,  and  in  the  last  six  weeks,  in  particular,  the  atmos¬ 
phere  changed  completely.  We  found  that  some  countries  that  had  been  either 
lackadaisical  or  indifferent  about  concluding  an  agreement  with  Canada  were 
urging  us  to  have  more  hearings,  to  conclude  matters;  and,  as  I  say,  the  atmos¬ 
phere  changed  completely.  We  were  able  to  conclude  negotiations  successfully 
with-  some  fourteen  or  fifteen  countries.  Twenty-three  countries — that  is,  all  at 
Geneva — signed  the  Final  Act,  including  the  General  Agreement,  and  eight 
trading  countries  signed  the  Protocol  of  Provisional  Application,  which  was  merely 
an  undertaking  that,  subject  to  later  ratification  by  their  constitutional  bodies, 
they  would  bring  it  into  effect  provisionally  on  the  1st  of  January. 

The  Chairman:  Was  that  pessimism  the  result  of  a  feeling  on  the  part  of 
some  of  the  countries  that  they  did  not  wish  to  make  tariff  concessions,  that  is, 
remove  the  obstacles  to  trade  which  I  understand  was  one  of  the  chief  principals 
of  the  gathering?  Was  that  the  feeling?  Did  the  feeling  of  not  wishing  to  make 
any  concessions  change? 

Mr.  McKinnon:  No,  I  do  not  think  it  was  that  so  much,  Mr.  Chairman, — 
and  this  raises  a  point  that  might  be  embarrassing,  in  a  sense,  if  given  too  great 
prominence  in  the  press.  At  first  there  was;  a  great  feeling  of  disappointment 
because  the  original  attitude  of  the  United  States  in  respect  to  a  concession 
on  wool  was  discouraging  and  disheartening;  but  a  little  later  the  United  States 
came  through  with  an  offer  on  wool  and  while  the  Australians  deemed  it  was  not 
all  they  would  have  liked  or  indeed  expected  it  to  be,  on  the  whole  they  appeared 
to  regard  it  as  pretty  good  having  in  mind  the  difficulties  the  United  States 
faced  in  making  it,  and  that  was  one  of  the  positive  factors,  I  think  you  will 
agree  Mr.  Deutsch,  that  helped  us  to  regain  an  atmosphere  of  optimism.  There 
were  aspects  of  the  charter  discussions  that  indicated  a  feeling  of  frustration  for 
a  while,  but  they  were  finally  cleared  up — unless  they  are  changed  again  at 
Havana. 
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Hon.  Mr.  Kinley:  How  much  finality  is  there  to  what  was  done  at  Geneva? 
I  understand  Havana  can  change  the  charter  but  not  the  schedules. 

Mr.  McKinnon:  That  is  right.  They  may  change  the  charter  or  drop  it 
entirely  but  they  cannot  change  the  agreement  or  the  schedules  thereto. 

The  Chairman:  Does  anyone  wish  to  ask  any  further  questions  of  Mr. 
McKinnon  before  we  hear  from  Mr.  Deutsch? 

Mr.  J.  J.  Deutsch,  Director,  Economic  Relations  Division,  Department  of 
Finance:  Mr.  Chairman  and  honourable  senators,  Mr.  McKinnon  has  already 
explained  that  there  were  two  things  done  at  Geneva.  One  was  the  negotiation 
of  the  detailed  tariff  agreements  between  the  twenty-three  separate  countries 
that  were  present  at  Geneva.  The  second  thing  that  was  done  was  the  prepara¬ 
tion  of  what  is  called  the  draft  charter  for  a  world  trade  organization.  Honour¬ 
able  senators  will  recall  that  the  United  States,  I  believe  it  was  first  in  1945, 
prepared  a  document  that  they  called  a  draft  charter  for  a  world  trade  organiza¬ 
tion.  This  document  was  prepared  by  the  United  States  originally  as  a  result 
of  discussions  they  had  with  the  United  Kingdom  and  with  Canada  at  various 
times,  but  the  document  in  the  form  in  which  it  was  presented  was  actually 
drawn  up  by  United  States  officials.  The  United  States  was  anxious  to  present 
this  document  for  consideration  by  the  nations  of  the  world  and  in  that  con¬ 
nection  the  Economic  and  Social  Council  appointed  eighteen  countries  to 
constitute  themselves  a  preparatory  committee  to  examine  these  proposals  and 
to  prepare  a  draft  charter  to  be  considered  later  by  a  world  conference.  This 
preparatory  committee  met  in  October  and  November  of  1946  in  London. 
England.  At  that  meeting  of  the  preparatory  committee  these  eighteen  countries 
went  over  the  United  States  proposals  in  detail  and  as  the  result  of  some  six 
weeks’  discussion  they  prepared  what  was  called  this  draft  charter,  based  on 
the  American  proposals.  The  proposals,  in  the  course  of  discussion,  were  altered 
and  amended  to  meet  the  views  of  other  countries.  That  draft  was  further 
examined  at  meetings  in  New  York  during  January  and  February  of  this  year 
and  further  changes  and  improvements  were  made.  The  results;  of  the  New 
*  York  meeting  were  then  put  on  the  agenda  for  the  meetings  at  Geneva  which 
began  in  April  of  this  year.  Here  again  there  were  eighteen  nations  together 
with  some  five  other  countries  including  Ceylon,  Burma  and  Southern  Rhodesia. 
This  draft  was  placed  on  the  agenda  at  Geneva  and  throughout  the  summer 
it  was  gone  over  in  great  detail  by  these  eighteen  countries,  plus  the  other 
countries  that  are  part  of  the  British  Commonwealth  and  Empire.  But  the 
purpose  of  this  discussion  at  Geneva  so  far  as  the  charter  was  concerned  was 
still  to  prepare  a  draft  for  submission  to  a  world  conference.  The  conference 
now  meeting  at  Havana  is  the  world  conference  for  which  this  preparatory 
committee  prepared  the  draft.  All  the  trading  countries  of  the  world,  all  the 
United  Nations  and  some  others  that  are  not  members  of  the  United  Nations, 
were  asked  to  attend  this  world  conference  at  Geneva,  and  the  draft  charter 
is  now  under  discussion  there.  If  it  is  adopted,  the  results  of  this  conference 
will  Lad  to  the  establishment  of  a  world  trade  organization. 

That  is,  very  briefly,  the  mechanics  of  the  discussions  that  have  taken 
place.  The  draft  charter  itself  is  a  very  detailed  document,  and  it  is  undoubt¬ 
edly  the  most  comprehensive  attempt  that  has  ever  'been  made  to  codify  the 
rules  of  international  trade.  As  vou  remember,  efforts  were  made  in  the  past 
at  the  achievement  of  something  like  this,  but  they  have  never  succeeded.  The 
last  one  of  any  importance  was  made  at  the  conference  of  1927  called  by  the 
League  of  Nations;  but  it  did  not  succeed.  The  discussions  of  this  particular 
draft  charter  so  far  have  produced  more  results  than  anything  else  that  has 
ever  been  attempted  along  this  line. 

I  have  already  said  that  the  charter  itself  is  an  extremely  lengthy  and 
detailed  document.  It  would  take  a  very  long  time  to  read  over  all  these  details 


6 


STANDING  COMMITTEE 


at  this  meeting,  so  I  think  perhaps  at  present  it  would  be  better  to  give  a 
summary  picture,  Mr.  Chairman,  and  then  we  could  come  back  and  look  at 
the  details.  Each  chapter  by  itself  would  take  an  hour  or  several  hours  to 
explain.  The  charter  has  provisions  covering  the  conduct  of  the  nations  on  a 
very  large  number  of  matters  which  affect  international  trade.  In  the  first 
place  there  is  a  section  called  Employment  and  Economic  Activity.  It  was 
argued  by  a  number  of  countries  that  the  level  of  international  trade  is  dependent 
upon  not  only  the  height  of  tariffs,  but  also  very  much  dependent  on  the  general 
state  of  business  activity.  If  employment  is  high  and  demand  is  high,  inter¬ 
national  trade  will  be  high.  If  employment  is  low,  international  trade  will 
be  low.  Therefore  it  was  argued  that  if  we  are  going  to  have  prosperous 
and  expanding  world  trade  we  must  also  have  a  high  level  of  business 
activity  and  of  employment,  and  that  in  this  field  of  business  activity  and 
employment  there  was  room  for  co-operation  between  nations.  While  it  was 
agreed  that  basically  the  governmental  responsibility,  in  so  far  as  there  is  any 
responsibility  on  governments,  for  the  level  of  business  activity  was  basically 
a  national  matter,  there  was  room  for  international  co-operation.  Therefore 
there  is  placed  in  this  charter  an  objective  to  which  all  the  countries  are  asked 
to  subscribe,  namely,  to  maintain  within  their  own  borders  as  high  a  level  of 
economic  activity  as  possible.  That  is  just  an  objective,  and  the  countries  have 
subscribed  to  it.  Furthermore,  it  was  also  felt  that  whenever  difficulties  arise 
about  the  level  of  business  activity  in  any  country,  whenever  a  depression  sets 
in  anywhere,  something  can  be  accomplished  if  the  government  of  the  country 
concerned  would  consult  with  other  governments  and  try  to  work  out  ways  and 
means  of  minimizing  the  effects  of  the  depression.  This  charter  gives  the 
organization  authority  to  initiate  such  consultations  whenever  difficulties  arise 
because  of  decline  in  business  activity  and  the  beginning  of  a  depression. 
Furthermore,  it  was  felt  that  a  really  serious  depression  in  one  of  the  large 
industrial  countries,  such  as  United  States  or  Great  Britain,  would  have 
immediate  and  serious  effects  upon  other  countries  and  it  would  become  very 
difficult  for  most  countries  to  carry  out  the  obligations  and  general  aims  of 
this  charter.  Therefore  the  onset  of  a  depression  in  a  major  country  was 
regarded  as  a  very  important  thing  from  the  standpoint  of  international  economic 
co-operation,  and  if  such  a  depression  arose  the  governments  of  the  world  would 
have  to  use  all  their  ingenuity  and  spirit  of  co-operation  to  prevent  the  harmful 
effects  of  the  depression  from  breaking  down  all  the  efforts  that  were  made 
for  international  economic  co-operation.  The  hope  is  that  this  organization, 
which  will  be  at  least  a  forum  for  the  discussion  of  the  problem,  will  help  to 
prevent  the  kind  of  spiral  effects  which  occurred  in  the  30’s  as  one  country 
after  another  went  down  and  all  countries  tended  to  become  more  and  more 
self-sufficient,  with  the  result  that  there  was  progressive  reduction  in  international 
trade. 

The  Chairman:  Did  Russia  at  any  time  take  part  in  these  proceedings? 

Mr.  Deutsch:  No.  Mr.  Chairman.  Russia  was  named  as  one  of  the 
eighteen  countries  to  prepare  this  draft  charter,  but  Russia  never  attended  any 
of  the  meetings. 

Hon.  Mr.  Turgeon:  Is  Russia  represented  at  Havana  now? 

Mr.  Deutsch  :  No,  Senator.  She  was  invited  to  be  present  but  she  did  not 
turn  up. 

The  charter  has  a  second  chapter,  on  what  is  called  economic  development. 
One  of  the  difficulties  in  these  discussions  revolved  around  the  different  stages 
of  economic  development  in  the  various  countries  of  the  world.  We  had  at 
these  meetings  the  United  States  and  the  United  Kingdom,  which  of  course 
are  the  most  highly  industrialized  and  highly  developed  countries  in  the  world. 
We  also  had  countries  which  are  just  beginning  their  economic  development, 
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which  have  very  little  industry  and  are  still  largely  dependent  upon  primary 
production.  The  latter  group  of  countries  were  very  anxious  that  they  should 
not  be  asked  to  undertake  obligations  which  would  prevent  or  hinder  them  in 
their  efforts  to  become  industrialized.  This  represents  one  of  the  outstanding 
problems  in  the  discussions. 

The  charter  is  generally  aimed  at  the  removal  of  the  barriers  to  inter¬ 
national  trade,  but  the  countries  which  are  anxious  to  promote  their  own 
industrialization,  or  at  least  some  of  them,  felt  that  in  order  to  achieve  that 
end  they  must  impose  some  barriers  to  imports.  They  felt  that  they  could 
promote  the  development  of  their  own  industries  by  keeping  imports  out  or  at 
least  under  control. 

A  difficult  problem  was  presented  by  these  two  points  of  view:  the  countries 
which  wanted  the  maximum  removal  of  barriers  to  trade,  and  those  nations 
who  wanted  to  use  some  of  the  barriers  for  the  development  of  their  own 
industries. 

Hon.  Mr.  Davies:  Were  there  many  countries  who  wanted  to  keep  the 
barriers  up? 

Mr.  Deutsch:  I  should  say,  Mr.  Senator,  they  wanted  the  right  to  use 
barriers  which  are  designed  to  promote  the  development  of  their  own  industry. 

Hon.  Mr.  Davies:  But  were  there  many  countries  who  wanted  to  keep 
the  barriers  up? 

Mr.  Deutsch:  I  would  say,  speaking  of  the  world  as  a  whole,  that  from 
a  numerical  standpoint  the  countries  who  wanted  the  barriers  kept  up  for  the 
development  of  industry  exceed  the  other  countries.  That  again  was  one  of  our 
difficulties.  We  found  a  greater  number  of  countries  concerned  with  the  promo¬ 
tion  of  their  own  economic  development  in  their  territories  than  were  concerned 
with  the  maximum  removal  of  trade  barriers. 

Every  nation  represented,  including  the  United  States,  recognized  that 
the  aspirations  of  these  countries  were  legitimate.  It  was  made  plain  to  them 
that  there  was  no  intention  on  the  part  of  the  more  highly  industrialized 
countries  to  prevent  development  of  what  has  been  referred  to  as  the  under¬ 
developed  countries.  It  was  pointed  out  to  them  that  their  aspirations  to 
become  industrialized  were  perfectly  legitimate.  The  only  concern  was  that 
the  methods  used  should  not  be  harmful  to  world  trade ;  the  problem  was  to  find 
rules  and  obligations  to  enable  these  countries  to  carry  out  a  programme  of 
development  which  would  not  destroy  world  trade.  The  charter  contains 
provisions  which  endeavour  to  meet  that  problem. 

It  should  be  said  that  there  was  a  great  deal  of  disagreement  on  this 
particular  phase  of  the  discussions,  and  it  resulted  in  a  compromise.  I  do  not 
propose  to  go  into  the  details  of  that  compromise,  because  it  would  take  us  too 
far  afield.  I  wish  merely  to  indicate  the  kind  of  problems  that  arose.  I  believe 
it  is  agreed  by  many  'countries,  including  the  more  highly  industrialized,  that 
the  final  compromise  was  acceptable. 

Thirdly,  there  is  in  the  charter  a  long  section  called  “Commercial  Policy”. 
That  section  sets  down  in  detail  the  rules  which  countries  are  to  observe  in 
connection  with  their  external  trade.  Many  of  them  are  standard  rules  of 
trade  agreements  in  the  past;  some  of  them  are  new,  and  had  not  been  codified  in 
the  past.  The  rule  regarding  most  favoured  nation  treatment  is  a  standard 
clause  in  most  trade  agreements  of  the  past.  Briefly,  it  provides  that  each 
nation  will  give  the  same  tariff  treatment  to  all  other  nations  who  sign  these 
agreements;  they  will  not  discriminate  between  one  another.  In  other  words, 
all  countries  signing  these  agreements  will  each  get  the  same  tariff  treatment 
as  the  other  members. 

One  exception  to  the  most  favoured  nation  treatment  rule  concerns  the 
British  preferences.  Members  of  the  committee  will  know  that  a  part  of  the 
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negotiations  at  Geneva  were  directed  towards  the  reduction  of  preferences.  It 
was  agreed  beforehand,  and  as  a  result  of  discussion  and  understandings  arrived 
at  during  the  war  years,  that  the  members  of  the  British  Commonwealth  would 
undertake  negotiations  with  the  United  States  and  other  countries,  directed 
towards  the  reduction  and  elimination  of  preferences.  Those  negotiations  did  not 
envisage  unilateral  reductions  of  preferences.  The  preferences  were  to  be  reduced 
in  return  for  adequate  concessions  and  compensations  from  other  countries.  That 
was  part  of  the  tariff  negotiations  at  Geneva,  which  Mr.  McKinnon  will  discuss 
in  detail  later.  The  charter  has  provisions  which  place  obligations  on  countries 
that  have  preferences,  to  negotiate  those  preferences  in  return  for  tariff  cuts  from 
other  countries. 

The  charter  further  provides  that  whatever  preferences  remain  after  the 
negotiations  will  be  regarded  as  an  exception  to  the  most  favoured  nation  rule. 
Preferences  may  be  granted  only  to  the  countries  listed  which  are  countries 
of  the  British  Commonwealth,  and  those  preferences  do  not  automatically  extend 
to  any  other  countries  who  sign  this  agreement.  To  put  it  briefly,  the  granting  of 
preferences  within  the  commonwealth  is  recognized  in  this  document,  and  there  is 
nothing  in  the  charter  which  requires  the  automatic  removal  of  those  preferences; 
they  are  recognized  as  an  exception  to  the  most  favoured  nation  treatment  rule. 

The  charter  goes  on  to  state  that  with  respect  to  a  wide  range  of  matters, 
such  as  taxation  and  various  regulations  concerning  trade,  countries  must  give 
the  same  treatment  to  foreign  goods  as  they  give  to  their  own.  There  is  a  detailed 
section  which  lists  the  various  types  of  taxation  and  regulations  which  may  affect 
foreign  trade,  imports  and  exports. 

Hon.  Mr.  Ballantyne:  They  certainly  will  run  into  a  lot  of  trouble  there. 

Mr.  Deutsch:  Yes,  that  will  require  a  good  many  changes  on  the  part  of 
many  countries’  practices  at  the  present  time.  There  are  a  number  of  exceptions 
made.  I  do  not  wish  to  go  into  details  now,  because  it  will  take  us  pretty  far 
afield.  The  broad  purpose  of  these  provisions  is  to  bring  about  uniformity  of 
treatment. 

The  Chairman:  Will  you  give  a  concrete  illustration,  or  would  you  not  care 
to  do  that? 

Mr.  Deutsch:  Yes,  I  will  give  a  concrete  illustration.  Take  this  case. 
Suppose  a  government  decides  to  raise  revenue  by  putting  on  an  excise  tax.  Take 
any  article  you  like:  take  X:  the  duty  on  that  item  having  been  bound  under 
our  trade  agreement,  Schedule  V.  If  a  tax  is  placed  on  item  X,  you  could  not 
single  out  imports  only  for  that  tax  and  say,  “We  will  only  tax  imports,  we 
will  not  tax  anything  else;  we  will  not  tax  the  domestically-produced  item”. 
That  would  be  ruled  out  by  this  charter.  You  would  have  to  tax  both.  And 
similarly,  if  you  applied  some  type  of  regulation  to  the  import  you  would  have 
to  apply  the  same  type  of  regulation  to  the  domestically-produced  item.  That  is 
in  general.  There  are  a  lot  of  peculiarities  and  legitimate  exceptions  where  you 
want  to  make  some  distinction  between  the  domestic  article  and  the  imported 
article.  There  are  a  number  of  exceptions,  recognizing  some  legitimate  cases. 
I  do  not  want  to  go  into  that  now.  Discrimination  between  imports  and 
domestically-produced  goods  provides  a  great  field  for  applying  regulations  and 
taxes  and  subsidies  in  effect  constitute  an  indirect  series  of  barriers  to  inter¬ 
national  trade.  The  attempt  here  was,  not  to  remove  them  entirely,  but  to 
minimize  these  indirect  types  of  barriers  to  international  trade. 

The  next  general  section  of  commercial  policy,  which  is  extremely  important, 
has  to  do  with  provisions  regarding  the  use  of  quantitative  restrictions  on  trade. 
As  you  know,  since  at  least  the  latter  part  of  the  1920s  and  throughout  the  1930s 
there  was  an  enormous  increase  in  the  direct  control  of  trade.  Previously  the 
principal  device  which  affected  trade  was  the  tariff,  and  the  height  of  tariffs 
indicated  roughly  the  degree  of  restrictions  that  was  placed  upon  imports.  But 
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in  the  last  fifteen  or  twenty  years  tariffs  have  played  a  declining  part  as  devices 
for  controlling  trade,  and  governments  in  many  places  have  intervened  directly; 
they  have  laid  down  quotas  for  imports,  or  they  have  laidr  down  prohibitions,  or 
they  have  laid  down  all  sorts  of  regulations.  This  series  of  devices  we  call 
quantitative  restrictions  on  trade,  to  distinguish  them  from  tariffs.  Particularly 
in  Europe,  South  America  and  other  places  the  use  of  these  quantitative  restric¬ 
tions  was  very,  very  extensive,  and  in  some  places  trade  was  practically  entirely 
controlled  by  the  use  of  these  quantitative  devices.  Tariffs  were  purely  incidental 
in  many  cases.  Now,  it  was  felt  that  if  this  problem  of  barriers  to  world  trade 
was  to  be  really  tackled  effectively,  you  had  to  set  down  certain  rules,  and  a 
code  of  conduct  regarding  the  use  of  these  quantitative  restrictions.  The  charter 
has  quite  lengthy  sections  on  the  rights  and  obligations  of  members  respecting 
the  use  of  these  quantitative  restrictions.  Broadly  speaking,  quantitative 
restrictions  are  ruled  out.  That  is  the  general  object  of  these  provisions — to 
reduce  and  eliminate  the  use  of  these  quantitative  devices. 

Hon.  Mr.  Crerar:  Just  there.  I  understood  from  what  Mr.  McKinnon 
said  that  these  quantitative  restrictions  and,  perhaps,  arbitrary  valuations  and 
a  multitude  of  other  devices  which  every  country,  including  Canada,  practised 
over  the  last  twenty  years  are  really  ruled  out  in  the  agreements  that  are  made. 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Crerar:  And  the  ruling  out  of  them  is  not  dependent  on  what 
may  be  done  by  Canada.  Is  that  correct? 

Mr.  Deutsch:  Yes,  I  was  going  into  that  later. 

Hon.  Mr.  Ballantyne:  May  I  interject  a  question  there  and  be  allowed 
to  make  a  personal  allusion?  I  have  been  the  greater  part  of  my  life  associated 
with  large  industries,  and  during  the  depression,  under  the  Bennett  regime, 
goods  were  coming  in  from  Europe  at  such  low  valuations  that  it  was  causing 
ruination  here.  Therefore  he  passed  the  necessary  legislation  and  changed  the 
tariffs  to  raise  them  up  and  prevent  those  goods  coming  in  here  to  the  detriment 
of  Canada.  If  this  agreement  should  pass,  are  we  free  to  do  the  same  thing 
again? 

Mr.  Deutsch:  No.  We  will  not  be  free  to  do  all  these  things,  senator.  But 
of  course  there  are  certain  things  we  can  do.  You  are  still  permitted  to  apply 
anti-dumping  duties,  for  instance. 

Hon.  Mr.  Turceon:  To  apply  what? 

Mr.  Deutsch:  To  apply  anti-dumping  duties.  There  are  still  remedies 
for  what  you  may  call  abuses  of  that  kind.  You  will,  if  you  sign  these  docu¬ 
ments,  be  prevented  from  using  certain  types  of  devices. 

Hon.  Mr.  Haig:  How  do  you  get  over  the  question  of  Britain  buying  stuff 
in  bulk  through  the  government?  They  will  not  allow  anybody  else  to  get  any 
exchange  to  buy  it.  Is  that  covered  in  this  agreement? 

Mr.  Deutsch:  Yes,  I  was  going  to  come  to  that. 

Hon.  Mr.  Haig:  The  same  with  the  United  States.  Is  that  to  be  stopped? 

Mr.  Deutsch:  There  is  a  section  in  the  charter  dealing  with  what  is  called 
state  trading  and  the  rules  which  are  to  be  observed  under  state  trading. 

The  Chairman:  Under  the  charter? 

Mr.  Deutsch:  Under  the  charter,  which  must  be  observed.  I  was  going 
to  come  to  that. 

The  Chairman:  There  is  another  question  I  wanted  to  ask.  Is  it  still 
possible  under  the  charter  for  any  country  to  absolutely  ban  the  product  of 

another  country? 
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Hon.  Mr.  Haig:  No,  but,  Mr.  Chairman,  the  governments  do  the  buying. 
Suppose  I  want  to  buy  American  goods.  I  cannot  do  so.  The  government  will 
not  give  me  exchange.  The  government  can  buy  them.  Is  there  any  protection 
against  such  practices? 

Mr.  Deutsch:  Well,  nothing  in  the  charter  to  prevent  that. 

Hon.  Mr.  Haig:  Governments  can  just  “crack  right  ahead”? 

Mr.  Deutsch:  Yes,  there  is  no  rule  in  the  charter  which  prohibits  state 
trading.  If  governments  decide  they  are  going  to  trade  by  state-trading  methods 
they  are  at  liberty  to  do  so,  but  if  they  do,  they  must  observe  certain  rules. 

Hon.  Mr.  Haig:  If  I  am  a  large  butcher  in  London  and  want  to  buy  bacon 
from  Canada  I  cannot  buy  it,  because  I  cannot  get  exchange  from  London  to 
buy  it  with? 

Mr.  Deutsch:  That  is  right. 

Hon.  Mr.  Haig:  That  is  not  changed  under  the  charter? 

Mr.  Deutsch:  That  is  for  the  British  Government  to  decide. 

Hon.  Mr.  Haig:  They  can  just  shut  out  anything  they  like? 

Hon.  Mr.  Robertson:  That  is  one  of  the  problems  which  arises. 

The  Chairman:  Is  it  still  possible  under  the  clauses  of  the  charter  to 
absolutely  ban  the  product  of  another  country? 

Mr.  Deutsch:  No,  apart  from  certain  exceptions  which  are  laid  down  here 
and  which  I  am  going  to  explain.  Perhaps  I  had  better  carry  on  with  this  and 
explain  some  of  these  exceptions.  As  I  said  before,  the  general  rule  is  that 
quantitative  restrictions  are  prohibited,  but  I  shall  go  on  to  say  quickly  there 
are  what  have  been  called  exceptions  or  escape  clauses. 

Hon.  Mr.  Haig:  It  is  full  of  them. 

Mr.  Deutsch:  The  most  general  exception  to  this  rule  about  the  prohibi¬ 
tion  of  quantitative  restrictions  has  to  do  with  the  protection  of  balance  of 
payments.  Countries  who  are  in  a  difficult  balance  of  payments  position  or 
whose  reserve  of  exchange  has  been  depleted  and  is  running  out,  may  protect 
themselves  by  controlling  imports.  Certain  tests  have  been  laid  down  in  the 
charter  and  if  these  countries  under  certain  conditions  and  circumstances  meet 
these  tests,  they  may  use  quantitative  restrictions  to  control  imports  for  the 
purpose  of  meeting  their  balance  of  payments  difficulties.  They  may  impose 
under  this  balance  of  payment  exception,  quantitative  restrictions  on  imports. 

The  Chairman:  Tariff  and  so  on? 

Mr.  Deutsch:  Not  tariff. 

Hon.  Mr.  Haig:  Very  close  to  it. 

Mr.  Deutsch:  The  tariffs  are  bound  in  the  agreement,  at  least  in  so  far 
as  you  have  decided  to  bind  them.  If  you  bind  the  tariffs  in  the  agreement 
you  cannot  change  them.  However,  even  though  you  have  bound  tariffs,  you 
may  impose  quantitative  restrictions  or  even  a  prohibition  in  order  to  safeguard 
your  balance  of  payment  if  you  are  in  a  balance  of  payment  difficulty. 

The  Chairman:  If  an  item  is  not  bound  can  you  then  impose  a  tariff? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Crerar:  And  the  restrictions  must  be  general  in  that  regard. 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Ballantyne:  You  have  coined  a  very  good  word  in  “quantitative.” 
It  reminds  me  of  the  old  pool  arrangements  where  certain  people  earned  a  certain 
total  and  you  could  not  go  beyond  that.  You  do  not  call  it  that  but  you  call 
it  “quantitative.” 

Mr.  Deutsch:  That  is  the  general  phrase  used. 
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Hon.  Mr.  Ballantyne:  It  sounds  all  .right  but  you  will  have  trouble  galore. 

Mr.  Deutsch:  Countries  are  not  permitted  to  use  balance  of  payment 
exceptions  unless  they  can  demonstrate  that  their  balance  of  payment  is  in  such 
a  bad  way  that  they  have  to  use  them. 

Hon.  Mr.  Crerar:  To  whom  must  that  be  demonstrated? 

Mr.  Deutsch:  To  the  organization.  I  shall  go  on  to  explain  that  this 
charter  provides  for  the  setting  up  of  a  body  to  administer  this  agreement.  The 
body  will  have  an  executive  board  and  a  staff.  A  country  must  demonstrate 
to  this  executive  board  of  the  organization  that  its  internal  financial  position  is 
such  that  it  cannot  go  on  importing  everything  that  is  coming  into  the  country. 

Hon.  Mr.  Haig:  Then  it  will  apply  to  all  the  world  except  the  United  States? 

Mr.  Deutsch:  In  practice,  sir,  that  is  so.  The  United  States  will  probably 
be  the  only  country  in  the  world  that  cannot  use  this  balance  of  payment 
exception. 

Mr.  McKinnon:  And  therefore  cannot  impose  embargoes  or  prohibitions. 

The  Chairman:  If  an  item  is  not  bound  what  happens? 

Mr.  Deutsch:  Then  you  can  do  what  you  like  with  respect  to  the  tariff. 
Now,  I  think  for  balance  of  payment  reasons  countries  will  use  this  quantitative 
control  exception  rather  than  tariffs  for  the  control  of  their  imports.  That  is 
in  effect  what  is  going  on  now.  There  are  very  few  countries  in  the  world  today 
outside  .the  United  States  that  do  not  use  quantitative  restrictions  for  the  purposes 
of  protecting  their  balance  payments. 

Hon.  A.  L.  Beaubien:  Do  I  understand  that  this  organization  which  is  going 
to  administer  this  charter  has  to  give  its  approval  before  any  country  can  employ 
a  quantitative  restriction? 

Mr.  Deutsch:  Not  strictly  speaking.  A  country  may  decide  for  itself  that 
its  balance  of  payment  has  gotten  into  such  a  situation  that  they  must  do  some¬ 
thing  about  it.  They  may  go  ahead  and  put  on  the  restrictions  on  their  imports 
without  prior  approval,  but  they  must  be  prepared  to  consult  with  the  organization 
immediately  thereafter  to  see  whether  or  not  the  conditions  are  such  to  justify 
the  use  of  these  restrictions. 

The  Chairman  :  If  they  are  not,  what  can  be  done  about  it? 

Mr.  Deutsch:  The  organization  can  recommend  to  that  country  that  they 
withdraw  or  modify  their  restrictions.  If  the  organization  recommends  to  a 
country  that  it  withdraw  or  modify  its  restrictions,  on  the  ground  that  the 
balance  of  payments  is  not  such  as  to  justify  the  use  of  these  restrictions,  they 
must  do  so. 

Hon.  Mr.  Haig:  Supposing  that  country  will  not  do  that? 

Mr.  Deutsch:  Then  the  organization  can  empower  other  countries  that  are 
harmed  by  these  restrictions  to  withdraw  concessions  from  that  country  which 
has  failed  to  carry  out  the  recommendation  of  the  organization.  It  can  Be  seen 
then  that  there  is  a  sanction. 

Hon.  Mr.  Haig:  That  does  not  seem  very  clear  to  me. 

Mr.  Deutsch:  Perhaps  I  had  better  .clarify  my  statement  by  saying  that 
I  do  not  mean  they  can  withdraw  from  the  organization,  but  they  may  withdraw 
concessions  they  have  made.  In  other  words,  suppose  country  A  refuses  to  carry 
out  the  recommendation  of  the  organization,  and  country  B  is  harmed  by  what 
country  A  is  doing,  then  the  organization  may  allow  country  B  to  withdraw 
certain  tariff  concessions  it  has  made  to  country  A,  but  country  A  cannot  with¬ 
draw  its  concessions  from  country  B.  This  has  all  'been  left  very  flexible.  In 


12 


STANDING  COMMITTEE 


other  words,  if  the  organization  felt  that  a  very  serious  sanction  should  be 
brought  on  'country  A,  they  might  request  various  other  countries  to  withdraw 
their  concessions. 

Hon.  Mr.  Turgeon:  You  have  said  they  might  request.  Is  there  any 
authority  for  them  to  order? 

Mr.  Deutsch:  To  order  the  withdrawal  of  concessions? 

Hon.  Mr.  Turgeon:  Yes. 

Mr.  Deutsch:  It  is  assumed  that  the  countries  which  are  harmed  by  the 
action  of  another  country  will  be  walling  to  carry  out  the  sanctions  on  their  own 
account.  If  they  are  not  harmed  there  is  not  much  damage  done  and  nobody 
cares  very  much.  The  sanctions  of  this  body  are  all  indirect,,  in  this  sense,  that 
they  may  permit  other  countries  to  withdraw  concessions  from  the  countries  that 
are  offending.  That  is  the  general  principle  of  the  sanctions  of  this  whole  organi¬ 
zation.  I  may  say  that  certain  conditions  have  to  be  met  before  these  exceptions 
can  be  used.  In  other  words,  a  country  must  demonstrate  that  its  balance  of 
payments  is  in  difficulties. 

Hon.  Mr.  Haig:  Let  me  give  you  a  hypothetical  case.  We  are  in  difficulties 
with  our  American  exchange,  and  our  government  will  not  permit  the  export  to 
the  United  States  of  certain  products  that  that  country  wants  to  buy.  Could 
your  body  compel  our  country  to  allow  our  products  to  go  to  the  United  States? 

Mr.  Deutsch:  No,  senator,  it  could  not  compel. 

Hon.  Mr.  Haig:  Could  it  apply  sanctions  in  any  way? 

Mr.  Deutsch:  No,  senator.  I  think  I  should  explain  this  point.  The  charter 
goes  on  to  say  that  a  country  should  not  be  required  to-  change  its  domestic 
policies,  its  internal  social  or  economic  policies.  In  other  words,  this  organization 
cannot  say  to  any  country,  “We  think  that  your  social  and  economic  policies  are 
wrong,  and  if  you  would  change  those  policies,  you  would  not  be  in  trouble”.  It 
can  say  that  to  a  country,  of  course,  because  it  can  discuss  anything  with  a 
country,  but  it  cannot  compel  any  country  to  change  its  social  and  economic 
policies. 

Hon.  Mr.  Turgeon:  Has  it  any  authority  with  respect  to  depreciation  of 
currency? 

Mr.  Deutsch:  No,  sir. 

Hon.  Mr.  Turgeon:  Was  that  a  subject  of  discussion  in  your  consultation? 

Mr.  Deutsch:  Yes.  Naturally  at  times  the  effect  of  currency  depression 
and  so  on  came  up  for  discussion,  but  this  whole  field  of  currency  and  exchange 
is  covered  by  the  International  Monetary  Fund,  and  rules  are  laid  down  in  the 
International  Monetary  Fund  Agreement  concerning  the  maintenance  of 
exchange  rates  and  so  forth.  This  body  does  not  deal  with  that  subject. 

Hon.  Mr.  Turgeon:  In  your  agreement  you  refer,  do  you  not,  to  certain 
provisions  of  the  International  Monetary  Fund? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Turgeon:  Making  them  more  or  less  obligatory? 

Mr.  Deutsch:  Yes.  I  might  say  it  is  recommended  that  all  countries  that 
are  going  to  sign  this  agreement  should  also  be  members  of  the  International 
Monetary  Fund,  and  if  they  are  not  members  of  that  fund  they  have  to  sign  an 
agreement  similar  to  the  International  Monetary  Fund  Agreement.  The  whole 
business  of  exchange  depreciation  is  covered  by  the  International  Monetary 
Fund  and  therefore  is  not  dealt  with  here. 

May  I  deal  further  with  the  question  that  was  asked  before?  This  body 
cannot  compel  any  member  to  change  its  social  and  economic  policies.  Of 
course,  it  can  discuss  these  policies  with  any  country,  if  it  wants  to;  it  can 
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perhaps  make  informal  recommendations  and  perhaps  even  point  out  the  con¬ 
sequences  of  the  country’s  policies,  but  in  the  last  analysis  it  cannot  compel 
the  country  to  change  them.  The  argument  there  was  that,  after  all,  each  country 
is  sovereign,  and  if  it  wants  to  choose  a  particular  form  of  economic  organization 
that  should  be  its  business  and  nobody  else’s.  Of  course  all  countries  are  very 
jealous  of  that  right.  It  is  made  clear  throughout  this  charter  that,  countries 
cannot  be  compelled  to  adopt  any  particular  form  of  economic  policy,  and  I  do 
not  think  there  would  be  any  chance  of  getting  agreement  on  an  organization 
if  the  right  of  compulsion  were  to  be  insisted  upon. 

Hon.  A.  L.  Beaubien:  You  would  not  have  got  anywhere  with  this 
organization  if  that  had  been  insisted  on. 

Mr.  Deutsch:  No,  senator. 

Hon.  Mr.  Haig:  What  bothers  me  is  that  all  these  things  give  a  way  out 
to  member  nations. 

The  Chairman:  Perhaps  there  will  be  a  development  into  one  world  after 
a  while. 

Hon.  Mr.  Haig:  You  are  an  optimist,  Mr.  Chairman. 

The  Chairman:  I  said  “perhaps". 

Hon.  Mr.  Haig:  With  a  capital  P. 

Mr.  Deutsch:  One  of  the  objects  of  this  thing  was  to  try  to  work  out  rules 
and  methods  of  behaviour  whereby  countries  with  differing  forms  of  social 
and  economic  organization  could  co-operate,  and  co-operate  in  a  way  which 
would  produce  an  expanding  world  trade.  Of  course  a  lot  of  compromises  had 
to  be  made  between  these  countries  with  differing  forms  of  social  and  economic 
organizations  and  policy.  The  thought  was,  whether  rightly  or  wrongly,  that 
it  would  be  better  to  find  ways  of  working  together,  even  though  they  are 
compromises,  than  to  have  no  agreement  at  all.  It  was  frequently  pointed  out 
at  Geneva  that  the  absence  of  any  agreement  represented  the  law  of  the  jungle, 
and  the  question  was  whether  you  wanted  the  law  of  the  jungle  or  some  form 
of  co-operation. 

The  Chairman:  Better  half  a  loaf  than  no  bread. 

Mr.  Deutsch:  That  was  the  general  thought.  Whether  the  thing  will  work 
out  remains  to  be  seen;  it  depends  a  great  deal  of  course  on  the  attitude  and 
the  spirit  with  which  the  countries  co-operate. 

Then  there  are  some  obvious  exceptions  to  this  rule  of  quantitative  restric¬ 
tions,  having  to  do  with  the  usual  type  of  things,  like  the  protection  of  public 
morals,  the  protection  of  exhaustible  natural  resources,  and  so  on.  There  is 
also  a  temporary  exception  to  allow  countries  to  liquidate  their  wartime  controls, 
to  give  these  countries  a  period  of  time  in  which  to  make  adjustments. 

The  Chairman:  Supposing  the  reason  for  imposing  a  quantitative  restric¬ 
tion  was  inequality  of  exchange,  must  the  restriction  be  withdrawn  if  the  reason 
disappears? 

Mr.  Deutsch:  You  mean,  Mr.  Chairman,  if  the  balance  of  payments 
improves? 

The  Chairman:  Yes. 

Mr.  Deutsch:  Then  the  restriction  must  be  withdrawn. 

I  might  pass  on  to  the  general  rules  on  subsidies.  Subsidies  in  general  are 
not  prohibited. 

Hon.  Mr.  Haig:  Hear,  hear. 

Hon.  Mr.  Howard:  Did  you  say  they  were  not  prohibited? 

Hon.  Mr.  Haig  :  I  thought  he  said  they  were  not  permitted. 
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Mr.  Deutsch:  Domestic  subsidies  are  not  prohibited,  but  export  subsidies 
are  prohibited,  that  is  subsidies  purely  on  exports.  In  other  words,  if  a  govern¬ 
ment  decided  to  pay  a  subsidy  on  the  production  of,  say,  peanuts — 

Hon.  Mr.  Haig:  Or  on  gold.  Let  us  get  nearer  home. 

Mr.  Deutsch:  That  brings  in  another  agreement,  which  I  did  not  want  to 
talk  about  here.  Gold  is  dealt  with  by  the  International  Monetary  Fund  and  it 
is  excepted  from  this  document.  That  is  the  reason  I  did  not  think  it  was 
relevant  here. 

Hon.  Mr.  Kinley:  Take  fish. 

Mr.  Deutsch  :  If  the  government  desired  to  pay  a  subsidy  on  fish  it  could 
do  so,  provided  it  was  both  on  fish  that  is  consumed  at  home  and  fish  that  is 
exported.  A  subsidy  on  exported  fish  only  would  be  prohibited. 

Hon.  Mr.  Kinley:  Can  a  country  countervail? 

Mr.  Deutsch:  It  can  countervail,  if  it  wishes,  but  under  the  charter  export 
subsidies  are  not  allowed.  The  reason  for  that  is  that  export  subsidies  could 
become  a  form  of  trade  competition  and  trade  war,  and  of  course  in  that  type  of 
competition  the  country  with  the  longest  purse  gets  the  greatest  advantage.  It 
was  felt  that  the  subsidizing  of  exports  was  an  unfair  method  of  trade  promotion. 
As  I  said  before,  subsidies  may  be  applied  to  domestic  production,  or  to  both 
exports  and  imports,  but  you  cannot  single  out  exports  alone  and  subsidize  them. 
This  rule  does  not  go  into  effect  for  two  years,  that  period  being  allowed  for 
adjustment.  A  great  many  export  subsidies  are  being  paid  at  the  present  time, 
and  it  will  take  a  little  while  for  the  governments  of  the  countries  concerned  to 
adjust  their  respective  programs. 

Hon.  Mr.  Turgeon:  Export  subsidies  are  permitted  for  two  years  from  the 
date  of  the  agreement? 

Mr.  Deutsch:  Yes,  senator. 

The  next  section  on  commercial  policy  has  to  do  with  state  trading.  As  I 
said  before,  state  trading  is  not  prohibited  in  this  charter.  If  a  country 
decides  to  conduct  its  external  trade  by  state  trading  methods,  that  is  up  to  itself ; 
and  if  a  country  decides  to  set  up  external  trade  monopolies,  that  is  its  own 
business.  That  touches  upon  a  point  that  we  discussed  earlier,  namely,  the 
desire  of  each  country  to  be  unfettered  in  the  determination  of  its  own  social  and 
economic  policy.  If  a  country  wishes  to  carry  on  its  trade  under  government 
auspices,  by  state  trading,  state  monopolies,  that  is  something  for  domestic 
decision;  but  if  it  does  so,  it  must  observe  certain  rules.  The  charter  provides 
that  trade  conducted  by  state  trading  organizations  must  be  nondiscriminatory 
as  between  all  the  members  of  this  organization. 

Hon.  Mr.  Haig:  But  Britain  could  buy  bacon  in  Denmark,  for  instance,  and 
that  would  not  be  discriminating  against  Canada,  I  presume?  Is  that  so? 

Mr.  Deutsch:  She  cannot  simply  buy  bacon  from  Denmark  regardless  of 
the  prices  and  other  conditions  under  which  she  can  buy  bacon  from  Canada  or 
any  other  country.  She  must  use  commercial  considerations  in  the  purchase. 
Suppose,  for  example,  that  she  can  buy  100  million  pounds  of  bacon  from 
Denmark  at  50  cents  a  pound  for  one  year,  and  Canada  offers  to  supply  the  j 
same  quantity  at  40  cents  a  pound.  Then  if  Britain  persisted  in. buying  from  j 
Denmark  under  those  conditions  she  might  be  discriminating  in  favour  of 
Denmark.  , 

Hon.  Mr.  Haig:  Provided  that  the  Canadian  bacon  was  equal  to  the  Danish 
bacon.  Who  decides  that? 

Hon.  Mr.  Howard:  The  fellow  who  eats  it. 

The  Chairman:  If  Britain  should  happen  to  produce  sufficient  of  a  certain 
commodity  at  home  she  could,  by  refusing  to  buy  from  any  other  country, 
absolutely  shut  out  the  product  of  any  other  country.  Take  apples,  for  example.  | 
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I  am  told  that  Britain  produces  all  the  apples  that  she  needs  for  her  own 
purposes,  and  as  a  result  she  simply  will  not  buy  apples  from  Canada  or  any 
other  country. 

Mr.  Deutsch:  Yes,  of  course. 

The  Chairman:  She  could  do  that? 

Mr.  Deutsch:  We  have  to  take  into  account  that  the  United  Kingdom  is 
now  controlling  imports  for  balance  of  payments  purposes. 

The  Chairman:  That  is  an  escape? 

Mr.  Deutsch:  That  is  an  escape,  in  that  instance.  Because  of  her  balance 
of  payments  difficulties  she  could  decide  not  to  buy  apples. 

Hon.  Mr.  Haig:  She  has  done  so. 

Mr.  Deutsch:  That  is  true,  but  it  does  not  effect  state  trading. 

Hon.  Mr.  Kinley:  Do  you  maintain  that  under  this  agreement  one  must 
buy  on  the  cheapest  market? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Kinley:  For  instance,  if  someone  offers  us  a  product  at  a  lower 
price  than  another  country  we  must  buy  from  the  cheaper  country? 

Mr.  Deutsch:  Yes,  if  you  are  employing  state  trading  mechanism  to  do 

that. 

Hon.  Mr.  Kinley:  But  Canada  does  not  employ  state  trading  mechanism. 

Mr.  Deutsch:  Taking  into  accounts  tariffs  and  everything  else,  that  is  true. 

Hon.  Mr.  McLean:  That  does  not  apply  to  private  buyers? 

Mr.  Deutsch:  No,  it  assumes  that  in  the  case  of  private  buyers,  acting 
purely  on  commercial  considerations  as  they  do,  they  would  buy  on  the  cheapest 
market.  The  charter  goes  on  to  say  that  if  we  substitute  state  trading  devices 
for  private  buying,  the  state  trader  must  act  on  the  same  considerations:  he 
must  buy  on  the  cheapest  market,  taking  into  account  the  heights  of  the  tariffs 
and  so  on. 

Hon.  Mr.  Haig:  Let  me  put  this  proposition  to  you:  Canada  now  sells 
wheat  to  Great  Britain ;  Great  Britain  is  now’  negotiating  with  Russia  on  certain 
things,  one  of  which  is  said  to  be  for  a  wheat  agreement.  If  Russia  charges 
$2  a  bushel  for  wheat,  when  Canada  is  selling  at  $1.55,  but  Russia  agrees  to  buy 
a  quantity  of  British  machinery  if  Britain  buys  her  wheat,  and  Canada  says 
that  she  does  not  want  to  buy  British  machinery,  does  the  charter  affect  that 
situation? 

Mr.  Deutsch:  Yes,  it  could,  depending  upon  what  the  precise  arrangements 
are. 

Hon.  Mr.  Haig:  The  arrangement  is  that  Russia  is  charging  $2  a  bushel 
for  wheat  while  Canada  is  selling  for  $1.55.  Are  we  going  to  make  Russia  come 
down  to  $1.55  or  are  we  to  ask  that  Britain  stop  trading  with  Russia? 

Mr.  Deutsch  :  I  dio  not  think  that  one  can  answer  that  question  absolutely, 
because,  in  the  first  place,  Russia  is  not  in  the  agreement. 

Hon.  Mr.  Haig:  What  would  happen  if  she  were  in  the  agreement? 

Mr.  McKinnon:  The  senator  must  also  mean  if  Great  Britain  were  not  in 
balance  of  payments  difficulties. 

Hon.  Mr.  Haig:  Assuming  that  Great  Britain  was  not  in  the  balance  of 
payments  difficulties. 

Mr.  Deutsch:  If  the  balance  of  payments  difficulties  were  not  prevailing, 
and  assuming  the  two  countries  concerned  were  in  the  agreement,  they  would 
then  be  bound  by  these  rules  which  would  not  permit  them  to  discriminate  in 
favour  of  the  one  country  as  against  another.  With  respect  to  the  wheat  agree- 
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ment,  it  must  be  understood  that  it  was  agreed  upon  before  this  agreement  at 
Geneva,  and  these  considerations  did  not  enter  into  it. 

Hon.  Mr.  Haig:  I  come  from  the  west,  and  I  know  that  is  true. 

Hon.  Mr.  Kinley:  Could  you  quote  the  rule? 

Mr.  Deutsch  :  Yes,  the  rule  is  on  state  trading. 

Hon.  Mr.  Turgeon:  At  what  page  is  it  found? 

Mr.  Deutsch:  I  do  not  think  it  is  in  the  agreement;  I  am  talking  about 
the  charter  now.  I  will  read  Article  30. 

1.  (a)  Each  Member  undertakes  that  if  it  establishes  or  maintains  a 
State  enterprise,  wherever  located,  or  grants  to  any  enterprise,  formally  or 
in  effect,  exclusive  or  special  privileges,  such  enterprise  shall,  in  its  pur¬ 
chases  or  sales  involving  either  imports  or  exports,  act  in  a  manner  con¬ 
sistent  with  the  general  principles  of  non- discriminatory  treatment  applied 
in  this  Charter  to  governmental  measures  affecting  imports  or  exports  by 
private  traders. 

In  other  words,  the  same  rules  that  govern  the  trade  by  private  traders  must 
be  applied  in  the  case  of  governmental  organizations;  they  must  conduct  their 
operations  in  an  undiscriminatory  manner.  Article  30  further  reads: 

(6)  The  provisions  of  sub-paragraph  (a)  of  this  paragraph  shall  be 
understood  to  require  that  such  enterprises  shall,  having  due  regard  to  the 
other  provisions  of  this  Charter,  make  any  such  purchases  or  sales  solely 
in  accordance  with  commercial  considerations,  including  prices,  quality, 
availability,  marketability,  transportation  and  other  conditions  of  purchase 
or  sale,  and  shall  afford  the  enterprises  of  the  other  Members  adequate 
opportunity,  in  accordance  with  customary  business  practice,  to  compete 
for  participation  in  such  purchases  or  sales. 

Hon.  Mr.  Kinley:  That  is  pretty  narrow;  it  is  only  for  spite. 

Mr.  Deutsch:  The  next  question  is,  could  this  be  enforced?  Here  we  are 
entering  into  an  untried  field. 

The  Chairman:  It  is  experimental. 

Mr.  Deutsch:  That  is  so,  and  it  was  frankly  admitted  at  Geneva  that  we 
would  have  .to  have  .some  experience,  and  the  hope  was  expressed  that  'a  system 
of  case  law  could  be  built  up  on  the  detailed  application  of  the  rules. 

The  Chairman  :  That  takes  time. 

Mr.  Deutsch:  We  ,are  entering  a  field  where  it  is  admitted  that  we  do  not 
know  everything  we  should  know  at  this  time.  As  I  say,  it  is  hoped  that  we  can 
build  up  'a  system  of  case  law  based  on  experience,  and  any  .member  who  feels 
himself  injured  by  the  action  of  another  member,  can  complain  to  the  organiza¬ 
tion;  the  organization  will  investigate  the  situation  and  give  the  recommenda¬ 
tions.  If  it  is  found  that  injury  has  been  done  or  discrimination  practised,  the 
organization  may  enforce  the  rule. 

Hon.  Mr.  King:  Senator  Haig  mentioned  the  fact  that  Russia  was 
negotiating  with  Great  Britain.  Since  Russia  is  not  a  party  to  this  agreement, 
■what  is  Great  Britain’s  position  in  that  respect? 

Mr.  Deutsch:  The  question  of  the  relationship  of  one  member  with  a  non- 
member  is  a  matter  which  was  not  completed  at  Geneva.  That  Was  one  of  the 
items  which  was  sent  over  to  the  Havana  conference.  It  was  felt  at  the  Geneva 
conference  that  there  were  not  enough  countries  represented  to  properly  deal 
with  that  question;  the  problem  was  so  big  that  it  Was  decided  to  have  it  settled 
at  Havana.  I 
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The  Chairman:  Are  there  any  other  non-member  countries,  other  than 
Russia,  to  be  represented  at  Havana? 

Mr.  Deutsch:  Spain. 

Hon.  Mr.  Haig:  Is  Poland  represented  there? 

Mr.  Deutsch:  Poland  is  there. 

Hon.  Mir.  Haig:  Did  she  sign? 

Air.  Deutsch  :  No,  she  has  not  signed. 

Hon.  Air.  Haig:  What  about  Yugoslavia? 

Mr.  Deutsch:  Yugoslavia  is  not  there. 

Hon.  Mr.  Haig:  Ukrainia? 

Mr.  Deutsch:  No. 

Hon.  Mr.  Haig:  Bulgaria? 

Mr.  Deutsch:  No.  They  are  not  there. 

Hon.  Mr.  Turgeon:  Was  Poland  at  Geneva? 

Mr.  Deutsch:  Poland  was  there  as  an  observer  but  not  as  a  particip'ant. 

Hon.  Mr.  Turgeon:  Was  she  a  participant  at  Havana? 

Mr.  Deutsch:  She  is  a  participant. 

Hon.  Mr.  Turgeon:  What  about  Czechoslovakia? 

Mr.  Deutsch:  Czechoslovakia  was  a  participant  at  Geneva  and  also  will 
be  at  Havana.  We  do  not  know  that  all  the  countries  that  will  be  at  Havana 
will  sign  the  agreement;  we  .do  not  know  how  many  will  eventually  sign. 

Hon.  Mr.  Turgeon:  Did  Czechoslovakia  sign  at  Geneva? 

Air.  Deutsch:  She  signed  the  final  alct  at  Geneva  but  did  not  sign  the 
protocol  of  provisional  application;  in  other  words,  she  has  not  undertaken  to 
bring  this  agreement  into  effect  on  January  1st. 

Hon.  Mr.  McKeen  :  If  a  member  country  makes  .an  agreement  with  a  non- 
member  country  on  better  terms  than  are  indicated  by  the  agreement  under  the 
most  favoured  nation  clause,  would  that  arrangement  apply  to  all  nations? 

Mr.  Deutsch:  This  matter  has  not  been  settled,  Mr.  Senator,  but  I  think  I 
can  say  with  fair  assurance  that  the  rules  which  will  be  drawn  up  will  not  permit 
any  member  to  make  a  more  favourable  de'al  with  a  non-member  than  she  has 
made  with  a  member.  I  ibelieve  that  problem  will  be  taken  care  of. 

Hon.  Mr.  McKeen:  In  other  words  if  the  agreement  between  England  and 
Russia  concerning  wheat  and  lumber  were  on  a  more  favourable  basis  than  the 
wheat  and  lumber  agreement  with  Canada,  would  Canada  then  be  entitled  to  the 
same  terms  as  Russia? 

Mr.  Deutsch:  I  may  say  that  it  is  likely  that  if  Canada  feels  she  has  been 
discriminated  -against,  or  has  not  had  a.  fair  opportunity  to  trade  she  would  have 
the  right  to  complain,  and  to  have  an  examination  of  the  deal  made. 

Hon.  Mr.  Davies:  If  a  country  was  at  Geneva,  and  not  at  .Havana,  it  could 
still,  if  so  desired,  ask  to  be  -allowed  to  join  the  organization? 

Mr.  Deutsch  :  That  is  correct ;  the  organization  would  then  have  to  decide 
whether  or  not  it  wanted  that  member. 

Hon.  Mr.  Davies:  Would  it  have  to  decide  that  question? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Kinley:  But  it  can  .still  get  the  same  concessions  as  the  other 
countries,  but  has  no  backing? 

Mr.  Deutsch:  That  is  correct. 

Hon.  Mr.  Kinley:  What  is  the  feeling  in  respect  to  a  bilateral  .agreement 
between  Canada  and  the  United  States?  Might  it  not  be  a  good  thing  for  Can- 
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ada  and1  the  United  States,  who  are  both  bi'g  customers,  to  make  an  agreement 
of  their  own?  How  would  that  affect  the  organization? 

Mr.  Detjtsch:  Any  concessions  they  made  to  one  another  would  have  to 
be  made  to  all  members.  That  is  the  purport  of  this  most  favoured  nation 
clause. 

In  addition  to  these  sections  on  quantitative  restrictions,  subsidies  and  state 
trading,  there  was  a  lengthy  section  on  general  commercial  provisions,  which 
has  to  do  largely  with  customs  administration.  Honourable  senators  will  know 
that  customs  practices  vary  widely;  some  of  them  constitute  a  whole  system 
of  protection  and  exclusion,  quite  apart  from  any  tariff. 

Hon.  Mr,  Haig:  The  word  is  “blockade”. 

Mr.  Detjtsch:  Blockade.  It  was  obvious  that  unless  definite  provisions 
were  laid  down  regarding  customs  practices,  it  was  not  enough  simply  to  bind 
tariffs  or  deal  with  quantitative  restrictions.  We  had  to  deal  with  customs 
practices.  The  charter  contains  detailed  provisions  on  practices  which  should 
be  observed  by  the  member  countries  in  the  administration  of  their  customs. 
In  general  the  purpose  of  these  provisions  is  to  remove  the  artificial  barriers 
which  are  imposed  by  various  methods  of  administering  customs. 

The  Chairman  :  For  instance,  the  arbitrary  delays  at  border  crossing  points? 

Mr.  Detjtsch:  That  is  correct:  arbitrary  delays  and  arbitrary  regulations, 
the  requirement  of  excessive  documentation,  exhorbitant  fees  being  charged  and 
that  sort  of  thing.  They  are  dealt  with  here  and  ruled  out.  Finally,  there  is 
provided  a  precise  method  of  valuing  goods  for  duty  purposes.  The  method  of 
valuation  of  course  is  very  important,  because  in  some  cases  the  matter  of 
valuation  constitutes  a  major  barrier  itself.  The  charter  prohibits  the  abuses 
that  have  ben  employed  in  connection  with  valuations.  We  hope  that  these 
provisions  will  result  in  a  general  improvement  in  customs  administration  and 
will  facilitate  the  movement  of  goods. 

The  Chairman:  Pretty  much  would  depend  upon  the  spirit  in  which  the 
provisions  are  carried  out? 

Mr.  Detjtsch:  To  some  extent,  but  the  most  important  thing  was  to  lay 
down  precise  provisions  which  member  countries  must  observe. 

Hon.  Mr.  Ttjrgeon:  Did  any  question  arise  concerning  the  difference  between 
the  standards  of  living  in  export  and  import  countries? 

Mr.  Detjtsch:  No.  There  was  discussion  of  that  nature,  Mr.  Senator. 
This  charter  does  not  pretend  to  deal  with  that  problem. 

Hon.  Mr.  Davies:  With  regard  to  this  matter  of  customs,  was  there  any 
discussion  as  to  how  far  customs  officials  can  go  at  international  borders  in  the 
matter  of  personal  search  of  people  who  are  crossing  the  border?  I  do  not 
refer  to  their  searches  of  automobiles.  But  how  far  can  they  go  legally,  in  the 
matter  of  personal  search  of  individuals?  Can  they  order  men  or  women  to 
completely  undress? 

Mr.  Detjtsch:  Well,  senator,  this  charter  specifically  does  not  deal  with 
persons.  This  charter  deals  with  goods  and  services  only. 

Hon.  Mr.  Davies:  It  does  not  touch  that  point? 

Mr.  Detjtsch:  It  does  not  touch  questions  of  the  movement  of  persons. 
So  I  am  afraid  I  cannot  answer  your  question.  The  charter  does  not  deal  with  it./ 

Hon.  Mr.  Paterson:  May  I  ask  the  witness  what  machinery  is  contemplated 
to  take  care  of  the  innumerable  complaints  that  will  come  in  during  the  first 
year?  Naturally  everything  will  not  be  perfected  by  the  time  this  agreement 
goes  into  effect. 

Mr.  Detjtsch:  I  might  say  that  the  charter  also  provides  for  the  establish¬ 
ment  of  the  machinery  by  which  it  is  to  be  enforced  and  carried  out.  Quite 
rightly,  it  will  require  some  time  to  develop  this  machinery. 
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The  Chairman:  Can  the  individual  make  a  complaint? 

Mr.  Deutsch:  He  must  do  it  through  his  government. 

The  Chairman:  He  has  got  to  do  it  through  his  government? 

Mr.  Deutsch:  Yes.  In  that  connection,  the  General  Agreement  does  set 
up  an  informal  committee  which  will  start  functioning  in  March  of  this  year 
and  .begin  to  deal  with  some  of  the  problems  which  arise.  In  other  words,  they 
will  begin  to  accumulate  experience  very  shortly,  and  it  is  hoped  that  the 
experience  gained  by  the  few  countries  that  have  signed  this  General  Agreement 
will  help  when  they  come  to  set  up  this  larger  organization. 

To  move  on.  The  charter  then  has  chapters  on  what  is  called  restrictive 
business  practices  and  intergovernmental  commodity  arrangements.  The  chap¬ 
ter  on  restrictive  business  practices  deals  with  what  are  commonly  called  inter¬ 
national  cartels.  It  was  argued  by  some  that  international  cartels  are  a  device 
for  controlling  international  trade,  and'  that  in  these  cartel  agreements  which  are 
made  between  private  business  organizations,  sometimes  matters  are’  decided 
affecting  the  movement  of  goods  and  exports  and  imports  and  so  forth. 

Hon.  Mr.  McLean:  I  would  say,  very  often. 

Mr.  Deutsch:  Very  often,  probably,  senator.  And  if  that  is  the  case, 
there  ought  to  be  some  machinery  set  up  for  avoiding  the  harmful  results  of 
those  practices,  either  forbidding  them  or  controlling  them  or  supervising  them 
or  something.  What  is  the  use  of  governments  adopting  rules  for  the  conduct 
of  external  trade  if  private  organizations  can  come  along  and  make  agreements 
which  nullify  those  rules?  So  the  argument  was  that  you  must  have  something  in 
the  charter  dealing  with  this  matter,  otherwise  you  are  just  breaking  the 
rules  by  the  back  door.  The  charter  does  contain  a  section  in  some  detail  about 
the  sort  of  practices  which  will  no  longer  be  permitted  if  this  charter  comes 
into  effect.  It  provides  for  examining  and  dealing  with  complaints  that  are  made 
regarding  the  practices  of  international  cartels.  A  country  which  feels  that 
it  is  hurt  by  some  particular  cartel  can  come  to  the  organization,  make  its  com¬ 
plaint,  and  the  organization  then  will  investigate  that  complaint.  If  it  finds  that 
the  complaint  is  justified  then  the  countries  in  which  the  cartel  is  located 
must  take  action  to  stop  those  offences.  That,  very  briefly,  is  the  structure. 

Hon.  Mr.  Turgeon:  Is  there  a  penalty  if  a  country  does  not  take  action? 

Mr.  Deutsch:  Yes,  there  is  a  general  penalty  clause  which  applies  through¬ 
out  this  charter.  If  the  organization  asks  a  country  to  carry  out  a  certain 
obligation,  and  it  does  not  carry  it  out,  then  the  organization  may  allow  other 
members  to  withdraw  concessions.  That  sanction  applies  throughout  the  whole 
charter. 

Hon.  A.  L.  Beaubien:  When  will  the  Geneva  agreement  come  into  effect? 
After  the  conference  in  Havana? 

Mr.  Deutsch:  May  I  leave  that  question  for  a  minute?  Then  there  is  the 
other  section,  on  intergovernmental  commodity  agreements.  In  the  past  we  have 
had  a  number  of  international  agreements  on  commodities  like  wheat,  rubber, 
sugar,  tin  and  so  forth. 

Hon.  Mr.  Haig:  Oils? 

Mr.  Deutsch:  Oils,  and  some  others.  There  is  a  long  list  of  them.  Now 
it  is  quite  clear  that  in  these  agreements  it  is  possible  to  do  things  which  are 
harmful  to  other  countries.  I  mean  that  certain  countries  which  control  the 
production  of  a  certain  item  can  get  together  and  say,  “Let  us  control  the  exports 
of  this  item,  and  we  will  put  the  price  high,  and  we  will  make  a  good  thing  out 
of  it”.  That  would  be  harmful  to  a  lot  of  other  countries,  and  it  would  indeed 
nullify  many  of  the  purposes  which  this  organization  is  designed  to  achieve.  So  it 
was  felt  that  there  must  be  certain  rules  laid  down  regarding  the  nature  of  these 
agreements.  The  rules  are  laid  down  in  considerable  detail  here,  the  purpose 
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of  the  rules  being  to  prevent  abuses  in  the  field  of  intergovernmental  commodity 
agreements.  It  recognizes  that  in  some  circumstances  such  agreements  may  be 
desirable,  and  it  specifies  the  type  of  circumstance  in  which  these  agreements 
might  be  desirable.  The  circumstances  are  rather  narrow  and  confined;  and  in 
these  circumstances,  if  an  agreement  is  thought  desirable,  that  agreement  must  be 
drawn  up  along  certain  lines;  it  must  be  drawn  up  in  a  certain  way  so  as  to 
prevent  the  abuses  which  might  otherwise  occur. 

That,  in  general,  covers  the  substance. 

Hon.  Mr.  Haig:  Regarding  that  last  matter:  if  this  charter  had  been  in 
force,  and  we  had  signed  it,  the  British  wheat  agreement  could  not  have  been 

made? 

Mr.  Deutsch:  No,  I  would  not  say  that,  senator. 

Hon.  Mr.  Haig:  What  would  you  say? 

Mr.  Deutsch:  It  depends  on  the  nature  of  the  agreement.  I  do  not  say 
that  you  cannot  make  an  agreement.  You  can  still  make  agreements.  The 
agreement  must  meet  certain  requirements,  however. 

Hon.  Mr.  Haig:. Well,  what  agreement  would  the  requirements  be? 

Mr.  Deutsch:  Well,  that  agreement  would  be  an  agreement  under  the 
state  trading  sections,  probably,  because  it  would  be  an  agreement  made  by 
our  Wheat  Board  with  the  British  import  organization,  and  that  would  be  a 
state  trading  transaction.  It  would  not  come  under  this  section. 

Hon.  Mr.  Haig:  And  at  $1.55,  when  the  world’s  markets  were  higher  than 
that,  and  if  other  nations  wanted  to  buy,  would  they  object? 

Mr.  Deutsch:  They  could  object  if  they  wanted  to. 

Hon.  Mr.  Haig:  It  would  come  under  this  document. 

Mr.  Deutsch:  It  could  come  under  the  charter.  It  would  come  under  the 
state  trading  section. 

Hon.  Mr.  Haig:  And  provisions  could  be  invoked  against  Great  Britain 
and  Canada  for  making  that  kind  of  deal? 

Mr.  Deutsch:  If  the  organization  agreed  that  those  complaints  were 
justified.  I  cannot  say  whether  they  would,  of  course. 

Hon.  Mr.  Haig:  And  nobody  else  can! 

Mr.  Deutsch:  But  if  the  complaints,  were  justified  of  course  the  organiza¬ 
tion  could  make  recommendations. 

Hon.  Mr.  Lambert:  Would  you  define  this  as  an  intergovernmental  com¬ 
modity  agreement? 

Mr.  Deutsch:  No.  This  particular  transaction  which  is  referred  to  would 
be  a  transaction  under  the  state-trading  section  of  this  charter.  The  kind  of 
intergovernmental  commodity  agreement  referred  to  here  is  one  which  would 
have  in  it,  say,  fifteen  or  twenty  countries.  Take  the  case  of  rubber,  on  which 
there  have  been  agreements  in  the  past.  The  countries  producing  rubber  are 
about  four  or  five.  Say  that  these  countries  and  a  number  of  the  countries 
which  consume  rubber  got  together  and  drew  up  an  agreement,  and  that  they 
got  together  because  there  was  some  difficulty  in  the  rubber  business.  Say  the 
price  was  too  low  or  there  were  surplus  stocks,  or  something  was  wrong,  and 
they  got  together  and  agreed  to  remedy  this  difficulty.  They  might  agree  to  all 
sorts  of  things.  They  might  say,  “We  will  agree  to  sell  at  certain  prices  only, 
and  all  exporters  agree  that  they  will  not  sell  at  a  price  different  from  a  certain 
fixed  price.”  The  importers  might  agree  to  accept  that  price,  and  they  would 
lay  down  all  the  conditions  necessary.  They  might  agree  to  the  control  of 
exports. 

Hon.  Mr.  Lambert:  It  assumes  a  group? 
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Mr.  Detjtsch:  Yes.  That  is  what  is  meant  by  an  intergovernmental 
agreement. 

Hon.  Mr.  Lambert:  But  the  wheat  agreement  is  merely  a  form  of  bilateral 
treaty,  is  it  not? 

Mr.  Deutsch:  An  agreement  simply  for  the  purchase  and  sale  of  a  com¬ 
modity  between  two  parties  is  not  an  intergovernmental  commodity  agreement 
within  this  section. 

Hon.  Mr.  Crerar:  Well,  let  us  explore  the  wheat  agreement  a  little.  Under 
the  charter  it  would  be  possible  for  Canada  to  make  a  wheat  agreement  with 
Britain  and,  say,  sell  at  $1.55  and  refuse  a  similar  agreement  to  France? 

Mr.  Deutsch:  Well,  if  France  were  prepared  to  meet  all  the  conditions 
which  the  British  were  prepared  to  meet  then  the  French  could  say,  “Well,  we 
are  prepared  to  give  the  same  terms,  exactly  the  same  terms  with  respect  to 
price,  amount,  and  the  number  of  years  of  the  contract” — if  the  French  were 
prepared  to  make  such  an  offer  it  would  have  to  be  considered. 

Hon.  Mr.  Crerar:  Well,  it  might  not  be  for  the  same  amount,  but  it  might 
be  at  the  same  price. 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Crerar:  I  mean,  it  would  not  be  so  rigidly  done  that  if  you  sold 
Britain  a  hundred  million  bushels  at  $1.55  you  could  refuse  France  unless 
France  were  prepared  to  buy  one  hundred  million  bushels. 

Mr.  Deutsch:  Let  me  put  it  this  way:  if  the  French  were  prepared  to  offer 
equivalent  terms  then  they  would  have  to  be  given  the  same  opportunity  as  the 
British. 

Hon.  Mr.  Crerar:  But  that  would  not  apply  to  the  quantity? 

Mr.  Deutsch:  Well,  the  quantity  is  a  consideration.  You  see,  if,  I  say, 
the  French  came  along — I  am  just  using  this  as  an  example,  it  is  not  designed 
to  be  a  concrete  case — and  said,  “  We  want  to  buy  for  X  cents  ten  million 
bushels  of  wheat  for  two  years,”  and  the  X  cents  is  the  same  as  appears  in  the 
British  contract,  and  the  British  are  prepared  to  buy  one  hupdred  and  fifty 
million  busheds  for  four  years,  the  terms  are  not  the  same.  That  would  be  a 
commercial  consideration;  that  would  be  something  which  any  private  trader 
would  consider.  In  other  words,  a  private  trader  might  be  prepared  to  meet 
certain  price  conditions  for  a  certain  quantity  for  a  certain  period  which  he 
would  not  be  prepared  to  meet  for  a  smaller  quantity  for  a  shorter  period. 

The  Chairman:  They  could  easily  evade  that  by  saying,  “We  will  take 
the  same  quantity  and  will  sell  the  surplus,”  the  same  as  Britain  has  done. 

Hon.  Mr.  Haig:  They  would.  They  would  sign  quickly. 

Mr.  Deutsch:  If  they  were  prepared  to  offer  tfie  same  terms,  under  this 
charter  they  would  have  to  be  given  the  same  opportunity. 

Hon.  Mr.  Haig:  That  is  what  I  understood. 

Hon.  Mr.  Hayden:  That  must  be  predicated  on  the  seller  having  enough 
wheat  to  meet  all  these-  agreements. 

Mr.  Deutsch:  Oh,  yes. 

Hon.  Mr.  Hayden:  You  can  always  defeat  that  by  contracting  for  the  entire 
supply  to  one  country. 

Mr.  Deutsch:  Yes,  but  that  would  be  a  matter  which  other  countries  could 
ask  the  organization  to  consider. 

Hon.  Mr.  Hayden:  You  mean,  to  break  up  the  quantities  you  are  contracting 
to  sell? 

Mr.  Deutsch:  I  could  not  say  beforehand  how  the  organization  would 
deal  with  such  a  case. 
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Hon.  Mr.  Hayden:  There  would  be  nothing  left  to  sell,  because  there  could 
not  be  any  problem  if  you  agreed  to  sell  everything  to  one  country. 

Mr.  Deutsch:  Well,  that  is  precisely  one  of  the  factors  which  would  have 
to  be  considered.  In  other  words,  if  other  countries  are  prepared  to  make  the 
same  offer  on  exactly  the  same  terms  they  must  be  given  the  same  opportunity. 
If  they  are  not  the  country  has  the  right  to  complain  to  the  organization. 

Hon.  Mr.  Turgeon:  Would  that  apply  then  to  private  trading?  Supposing 
the  wheat  vendors  of  Canada  were  private  traders  instead  of  the  state,  could 
this  proposed  organization  say  that  the  private  traders  of  Canada  could  not 
sell  all  their  wheat  to  Liverpool,  they  must  sell  it  to  France,  and  so  forth,  in 
equal  quantities? 

Mr.  Detjtsch:  No,  I  don’t  think  so,  senator. 

Hon.  Mr.  Turgeon:  I  do  not  think  so.  I  just  wanted  to  see  what  you 
would  say. 

Mr.  Deutsch:  It  is  assumed  that  the  private  traders  will  act  on  commercial 
considerations. 

Hon.  Mr.  Haig:  When  the  first  section  was  discussed  it  was  mentioned  that 
the  charter  provides  provisions  for  helping  to  prevent  a  depression.  What  were 
those  provisions? 

Mr.  Deutsch:  I  probably  did  not  make  myself  clear  on  that  point.  This 
would  not  necessarily  help  to  prevent  a  depression.  It  simply  provides  for 
consultation  between  countries  in  order  that  they  might  explore  what  action 
they  could  take  together. 

Hon.  Mr.  Haig:  There  is  no  formula. 

Mr.  Deutsch:  No,  it  does  not  pretend  to  provide  the  answer  of  how  a  depres¬ 
sion  can  be  avoided. 

Hon.  Mr.  Haig:  You  have  suggested  that  backward  countries' — not  using  the 
term  in  a  derogatory  sense — wanting  to  industrialize  themselves  could  do  so  and 
so.  What  formula  was  to  be  used  in  doing  that?  How  did  they  get  around 
that?  Let  me  help  you  a  little.  Put  your  mind  back  to  1878. 

The  Chairman:  That  is  a  long  time  ago. 

Hon.  Mr.  Haig:  At  that  time  we  were  a  backward  country  and  we  put  on 
tariffs  against  all  the  world  and  have  kept  them  on  ever  since.  What  is  the 
formula  for  these  backward  countries  of  today?  We  were  a  backward  country 
then,  and  I  would  like  to  know  what  formula  would  be  used  to  help  these 
countries  now. 

Mr.  Deutsch:  In  the  first  place  a  country  was  not  obliged  to  bind  any 
particular  tariff.  It  could  decide  for  itself  which  tariffs  it  would  not  bind,  or  if 
a  country  had  in  mind  that  it  wanted  to  protect  a  certain  series  of  industries 
by  tariffs,  it  could  simply  refuse  to  bind  those  tariffs.  So,  in  the  future  a  country 
can  raise,  the  tariffs  on  those  items  it  has  not  bound.  That  is  one  thing.  How¬ 
ever,  I  might  explain  also  that  a  lot  of  these  relatively  undeveloped  countries  felt 
that  the  tariff  was  not  an  effective  way  of  giving  protection.  They  felt  that 
whatever  use  other  countries,  such  as  the  United  States  or  the  United  Kingdom  or 
Canada  may  have  made  of  tariffs,  for  their  particular  position  the  tariffs  were 
not  adequate.  That  is  the  big  complaint  they  had.  They  said,  “It  is  true,  you 
say  to  us  we  did  not  need  to  bind  our  tariffs,  and  if  we  don’t  bind  them  we  can 
use  them.  But  that  is  not  good  enough”.  That  is  the  answer  they  gave. 

Hon.  Mr.  Haig:  Why? 

Mr.  Deutsch:  Because  they  felt  that  putting  on  high  tariffs,  particularly 
in. the  case  of  a  small  country  with  a  small  population,  would  simply  raise  the 
prices  to  a  very  high  level  which  would  be  very  bad  for  their  consumers,  and 
even  though  they  did  raise  those  prices  to  a  high  level  it  might  still  not  be  suffi- 
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cient  to  start  an  industry.  So  what  they  wanted  was  a  power  to  put  on  quanti¬ 
tative  controls  so  that  in  the  case  of  a  certain  industry  they  would  either  prohibit 
the  import  entirely  or  would  put  them  under  a  strict  quota,  and  under  those 
circumstances  there  would  then  be  the  assurance  necessary  to  the  local  producers 
to  establish  an  industry.  That  is  the  power  they  wanted  to  have. 

Hon.  Mr.  Haig:  Was  that  given  to  them? 

Mr.  Deutsche  :  It  was  given  to  them  in  this  way :  If  they  wanted  to  do  that 
they  had  to  go  to  the  organization  and  say,  “We  have  a  program  for  establishing 
such  and  such  an  industry.  We  feel  that  tariffs  are  unsuitable  or  inadequate  for 
our  purposes.  We  feel  that  if  we  are  going  to  establish  this  industry  we  must 
have  the  power  to  control  imports”.  Then  they  have  to  explain  why.  If  they 
can  convince  the  organization  that  their  cause  is  a  good  one,  then  the  organization 
may  give  them  the  right  to  put  on  such  quantitative  restrictions.  In  other  words, 
they  have  got  to  obtain  prior  approval  from  the  organization. 

Hon.  Mr.  Haig:  If  they  belong  to  it. 

Mr.  Deutsche:  Yes.  Another  important  point  in  the  discussion  was  whether 
or  not  they  should  be  required  to  obtain  prior  approval.  A  lot  of  these  countries 
felt  they  should  have  the  right  to  go  ahead  and  put  on  these  quantitative  restric¬ 
tions  without  prior  approval  and  other  countries  felt  they  could  not  be  permitted 
to  do  so. 

The  Chairman:  That  could  be  done  even  though  conditions  of  exchange 
control  did  not  exist. 

Mr.  Deutsch:  That  is  right.  This  is  entirely  a  question  of  development  of 
industry,  and  the  big  issue  was  whether  or  not  they  should  be  allowed  to  use  these 
quantitative  controls  for  the  purpose  of  establishing  an  industry  with  or  without 
prior  approval,  and  the  charter  now  requires  that  there  has  to  be  prior  approval. 

Hon.  Mr.  Hayden  :  They  can  always  put  it  on  the  basis  of  preserving  their 
foreign  exchange. 

Mr.  Deutsch:  In  the  case  of  foreign  exchange  they  must  meet  the  necessary 
conditions,  and  if  they  use  the  exchange  exception  in  such  a  way  as  to  provide 
protection  primarily,  then  I  think  it  would  be  open  to  complaints  from  others. 

Hon.  Mr.  Hayden:  If  they  use  the  exchange  for  basis  of  prohibiting  or 
establishing  quantitative  controls,  and  they  establish  industry  in  the  country, 
they  are  using  the  development  of  industry  as  secondary  to  the  primary 
objective. 

Mr.  Deutsch:  That  is  right. 

Hon.  Mr;  Hayden:  They  can  do  that  without  any  reference  to  the  executive? 

Mr.  Deutsch:  Yes,  but  if  other  countries  felt  that  the  exchange  controls 
were  being  used  as  a  cloak  for  protection,  those  countries  would  have  a  right 
of  complaint,  and  the  organization  would  investigate  to  see  if  that  was  the  case. 

Hon.  Mr.  Lambert:  You  have  emphasized  the  great  importance  of  valua¬ 
tion.  Does  not  that  really  boil  down  to  the  matter  of  exchange  control? 
Suppose  we  devaluate  the  currency  in  any  one  country,  would  not  that  then  be 
interfering  very  drastically  with  these  trade  treaties? 

Mr.  Deutsch:  The  rights  of  a  country  to  change  the  exchange  rate  must 
be  cleared  in  accordance  with  obligations  to  the  international  monetary  fund. 

Hon.  Mr.  Haig:  I  understand  they  can  change  their  ten  per  cent  without 
consent? 

Mr.  Deutsch:  Yes,  and  beyond  that  amount  they  must  have  consent.  That 
issue  is  covered  elsewhere  and  is  not  dealt  with  here. 

Mr.  McKinnon:  It  is  only  dealt  with  by  cross  reference. 

Mr.  Deutsch:  I  think  I  have  covered  the  main  substance  of  the  charter. 
There  are  a  lot  of  detailed  sections  here  on  the  nature  of  the  organization  that 
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is  to  be  established.  These  sections  of  the  charter  will  be  discussed  in  great 
detail  in  Havana,  and  I  do  not  know  whether  it  would  be  worthwhile  going 
into  them  now. 

Hon.  Mr.  Haig:  No,  I  do  not  think  so  because  they  may  be  changed  at 
Havana. 

Hon.  Mr.  McLean  :  What  would  you  say  as  to  the  future  of  the  old  empire 
tariffs,  as  we  called  them,  between  the  Commonwealth  of  Nations?  Would 
their  operations  be  altered  in  a  major  or  minor  way;  that  is,  the  preferences? 

Mr.  Deutsch:  Well,  the  first  round  is  already  over,  that  is,  the  negotiations 
at  Geneva  where  members  having  preferences  undertook  to  negotiate  for  their 
reduction  or  their  elimination.  The  results  of  the  Geneva  negotiations  are  now 
known  in  regard  to  preferences.  I  think  Mr.  McKinnon  will  agree  that  the 
preferential  system  has  only  been  modified. 

Hon.  Mr.  McLean:  In  a  major  way? 

Mr.  Deutsch:  Not  in  a  major  way.  I  think  it  is  correct  to  say  seventy 
per  cent  of  the  preferential  structure  remains,  and  perhaps  a  little  more  than 
that. 

Hon.  Mr.  Kinley:  Over-all? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Lambert:  In  a  very  liquid  form? 

Mr.  Deutsch:  If  any  further  negotiations  are  conducted  in  the  future  they 
may  be  modified  further.  Of  course  no  country  needs  to  modify  the  preferences 
unless  it  is  satisfied  that  it  gets  adequate  compensation  for  that.  There  is  no 
obligation  on  any  member  to  make  any  unilateral  modification. 

Hon.  Mr.  McLean:  Well,  we  had  preferences  with,  say,  New  Zealand  and 
South  Africa,  and  other  nations  will  now  practically  just  sit  around  the  empire 
table  and  receive  substantial  preferences  from  those  markets  that  we  built  up 
since  1933.  Take,  for  instance,  Norway  in  the  fish  business.  Will  they  be 
allowed,  without  our  consent,  to  enter  the  markets  of  South  Africa  and  New 
Zealand  on  practically  the  same  basis  as  we  in  Canada? 

Mr.  Deutsch:  That  depends  entirely  on  what  we  have  agreed  to. 

Hon.  Mr.  Haig:  Mr.  McKinnon  is  the  man  to  answer  that  question. 

Mr.  McKinnon  :  Senator  McLean,  that  question  would  have  to  be  answered 
in  respect  to  each  particular  item  that  would  be  brought  up.  If  it  is  a  certain 
kind  of  fish  in  which  Canada  has  had  a  preference  of  threepence  a  pound  in  New 
Zealand  over  Norway,  and  now  if  as  a  result  of  these  negotiations  that  pref¬ 
erence  that  we  enjoyed  has  been  reduced  to  twopence  a  pound  in  return  for 
something  we  got,  then  to  that  extent,  answering  your  question,  Norway  would 
get  into  the  New  Zealand  market  on  better  terms  than  she  did  before,  but  not 
on  our  preferential  terms  because  we  still  maintain  a  residuum  of  the  preference, 
and  in  some  cases,  we  retain  a  very  large  percentage  of  the  preference. 

Hon.  Mr.  McLean:  I  have  one  other  question  that  I  should  like  to  ask. 
Under  these  Geneva  agreements,  if  we  bar  certain  goods  from  the  United  States 
where  we  have  to  pay  in  dollars,  are  we  obliged  to  put  an  embargo  on  the  same 
kind  of  goods  from  the  West  Indies  where  we  pay  in  pounds? 

Mr.  Deutsch:  No,  not  at  the  present  time.  The  charter,  in  general, 
provides  against  discrimination.  In  other  words,  the  whole  purpose  of  these 
provisions  is  to  reduce  discrimination  in  the  world  in  general. 

Hon.  Mr.  McLean:  I  understood  that  we  started  out  to  do  that,  but  it 
may  have  been  altered  since.  With  regard  to  the  importation  of  certain  vege¬ 
tables  from  the  West  Indies  it  seems  that  we  are  just  getting  in  a  vicious  circle 
because  the  West  Indies  are  as  short  of  Canadian  dollars  as  we  are  of  American 
dollars. 
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Mr.  Deutsch:  The  general  purpose  of  this  charter  is  to  prevent  discrimina¬ 
tion.  It  was  recognized,  with  the  world  as  it  is  today,  that  for  the  next  three  or 
four  years  a  lot  of  things  may  have  to  be  done  which  are  discriminatory,  and 
for  that  reason  the  General  Agreement  provides  that  under  certain  circumstances 
you  may  discriminate.  Indeed,  for  the  year  1948  there  is  a  clause  in  the 
agreement  that  says  that  all  the  rules  in  the  balance  of  payments  sections  having 
to  do  with  discrimination  are  not  in  effect.  So,  for  the  immediate  future,  if  we 
are  using  balance  of  payment  restrictions,  we  can  discriminate. 

The  Chairman:  Would  we  give  up  our  preferences  entirely  in  some 
circumstances? 

Mr.  Deutsch:  In  some  instances,  yes.  At  the  moment,  senator,  if  we 
wanted  to  prohibit  something  coming  from  the  United  States  and  to  allow  it 
in  from  the  West  Indies,  as  far  as  this  agreement  is  concerned,  we  could  do  that. 

Hon.  Mr.  McLean:  I  think  that  is  sensible.  I  think  some  of  our 
administrators  have  run  off  the  track. 

Hon.  Mr.  Haig:  With  regard  to  tomatoes  coming  in  from  Barbadoes,  that 
country  does  not  want  United  States  currency.  They  want  Canadian  currency. 

Mr.  Deutsch:  That  is  so  now. 

Hon.  Mr.  Haig:  Not  originally. 

Mr.  Deutsch:  Not  originally,  but  since  then  that  has  been  changed.  That 
does  not  break  this  agreement. 

Hon.  Mr.  Haig:  Either  way,  that  does  not  break  the  agreement. 

Mr.  Deutsch:  No. 

Hon.  A.  L.  Beaubien:  When  does  the  agreement  come  into  force;  after  the 
Havana  conference? 

Mr.  Deutsch:  I  might  explain  that,  senator.  The  charter  itself  is  not  in 
effect  as  such.  At  Geneva  it  was  decided  that  if  we  are  going  to  bring  these 
tariff  agreements  into  effect  it  is  necessary  to  take  certain  portions  of  this 
charter  and  put  them  into  the  tariff  agreement.  And  that  is  what  has  been  done. 
The  parts  of  the  charter  that  were  put  into  the  tariff  agreements  are  in  this 
document  which  is  called  the  General  Agreement  on  Tariffs  and  Trade.  This 
General  Agreement  contains  the  general  commercial  policy  provisions.  It  does 
not  contain  the  chapter  on  employment,  or  the  chapter  on  cartels,  or  the  chapter 
on  inter-governmental  commodity  agreements.  But  practically  the  whole  of 
the  remainder  of  the  charter  is  in  this  General  Agreement.  It  was  felt  that 
those  sections  were  necessary  to  protect  the  tariff  concessions.  It  was  agreed 
by  eight  countries  at  Geneva  that  they  would  bring  this  General  Agreement 
and  the  tariffs  into  effect  on  January  1.  So  far  as  the  tariffs  are  concerned, 
they  are  to  be  made  effective  on  January  1;  and  so  far  as  the  provisions  of 
the  General  Agreement  are  concerned,  the  government  undertakes  to  bring 
them  into  effect,  in  so  far  as  it  has  legislative  power  to  do  so. 

Hon.  A.  L.  Beaubien:  In  other  words,  most  parts  of  the  Geneva  Agreement 
are  included  in  those  trade  agreements  between  the  eight  countries? 

Mr.  Deutsch:  Yes.  In  other  words,  what  we  commonly  refer  to  as  the 
Geneva  Agreement,  this  General  Agreement  on  Tariffs  and  Trade,  contains 
large  parts  of  the  charter  which  were  thought  to  be  necessary  to  protect  the 
tariff  concessions,  and  those  provisions  are  to  be  brought  into  effect  on  January 
1,  regardless  of  what  happens  at  Havana.  The  tariffs  are  to  be  brought  into 
effect  on  January  1,  and  the  provisions  of  the  General  Agreement  are  to  be 
brought  into  effect  by  the  government,  in  so  far  as  they  have  legislative  power 
to  do  so. 

Hon.  Mr.  Kinley:  By  the  signing  nations? 
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Mr.  Deutsch:  Yes,  by  the  United  States,  the  United  Kingdom,  Canada, 
Holland,  Belgium,  Australia,  Luxembourg  and  France. 

Hon.  Mr.  Kinley:  Is  Newfoundland  included? 

Mr.  Deutsch:  Yes,  by  virtue  of  the  signature  of  the  United  Kingdom. 

Hon.  Mr.  Kinley:  The  United  Kingdom  signed  on  behalf  of  Newfound¬ 
land  and  the  West  Indies? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  McLean:  What  about  the  value  of  the  dollar? 

Mr.  Deutsch:  That  is  left  to  the  International  Monetary  Fund. 

Hon.  Mr.  Lambert:  Does  the  International  Organization  propose  to  check 
on  the  carrying  out  of  the  rules  relating  to  nondiscrimination? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Lambert:  That  might  become  quite  a  job.  Supposing  that  one 
member  nation  felt  it  had  been  discriminated  against  by  two  others,  how  would 
that  be  dealt  with? 

Mr.  Deutsch:  If  some  member  felt  that  a  provision  of  the  agreement  had 
been  broken  by  two  other  nations,  or  that  it  had  been  hurt  by  what  they  had 
done,  that  member  could  complain  about  the  action  of  the  other  two. 

Hon.  Mr.  Lambert:  That  might  take  some  time. 

Mr.  Deutsch:  Yes.  It  depends  upon  how  quickly  the  organization  works. 
That  is  one  of  the  unknowns. 

Hon.  Mr.  White:  In  the  event  of  a  country  which  is  a  party  to  the  agree¬ 
ment  violating  any  of  the  provisions  of  the  charter;  is  there  any  provision  whereby 
disciplinary  action  can  be  taken? 

Mr.  Deutsch:  Yes.  If  a  country  violates  a  provision  of  the  charter,  any 
other  member  may  bring  that  to  the  attention  of  the  organization  and  make  a 
complaint.  The  organization  will  then  examine  the  situation  and  report  upon 
it.  If  the  organization  finds  that  a  provision  has  been  broken,  it  presumably 
will  recommend  that  the  offending  member  should  desist,  and  if  the  offending- 
member  does  not  carry  out  the  recommendation  the  organization  may  then  permit 
other  members  to  withdraw  concessions  from  that  member. 

Hon.  Mr.  White:  In  the  case  of  a  flagrant  violation  is  there  any  way 
whereby  the  guilty  country  could  be  expelled  from  the  organization? 

Mr.  Deutsch:  That  is  an  unsettled  question  at  the  moment.  One  of  the 
matters  coming  up  at  Havana  is  just  what  procedure,  if  any,  should  be  adopted 
for  expelling  a  country.  The  present  procedure  is  this:  the  organization  may 
apply  sanctions  by  permitting  certain  members  to  withdraw  concessions  from 
the  offending  member,  and  if  the  offending  member  does  not  like  that — in  other 
words,  if  it  feels  aggrieved  by  the  withdrawal  of  the  concessions, — it  may  get 
out  of  the  organization. 

Hon.  Mr.  King:  That  is,  conditions  may  be  made  hard  enough  so  that  the 
offending  member  would  itself  decide  to  get  out? 

Mr.  Deutsch:  Yes,  so  that  it  would  not  be  necessary  to  expel  the  member. 
That  may  be  changed  at  Havana. 

Hon.  A.  L.  Beaubien:  Are  there  more  nations  represented  at  the  Havana 
conference  than  there  were  at  Geneva? 

Mr.  Deutsch:  Yes,  senator.  The  Geneva  organization  was  purely  a 
preparatory  committee  for  the  world  conference.  At  Geneva  there  were  twenty- 
three  countries,  including  the  British  Commonwealth  countries  such  as  Ceylon, 
Burma,  and  so  on.  At  Havana  there  are  about  fifty  countries. 

Mr.  McKinnon:  There  are  nearly  three  times  as  many  countries  repre¬ 
sented  at  Havana  as  there  were  at  Geneva. 
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Hon.  A.  L.  Beaubien:  I  suppose  the  provisions  of  the  charter  can  be 
amended? 

Mr.  Deutsch:  The  amending  of  provisions  of  the  charter  is  on  the  agenda 
of  the  Havana  conference.  If  the  conference  amends  any  provisions,  that  would 
not  automatically  change  the  Geneva  agreement,  senator,  for  the  countries 
which  signed  at  Geneva  would  decide  whether  or  not  to  accept  any  or  all  of  the 
amendments.  If  any  amendments  were  accepted  by  them,  the  Geneva  agreement 
would  be  altered  accordingly. 

Hon.  Mr.  Kinley:  Only  eight  of  the  countries  represented  at  Geneva  signed 
this  trade  agreement? 

Mr.  Deutsch:  They  signed  it  for  the  purpose  of  bringing  it  into  effect  on 
January  1,  but  any  other  of  the  twenty-three  nations  may  adhere  to  it  at  any 
time  that  they  wish. 

Hon.  Mr.  Kinley:  What  is  their  position  in  the  meantime,  they  having 
signed  the  charter  but  not  the  trade  agreement? 

Mr.  Deutsch:  Nobody  has  signed  the  charter,  sir.  All  twenty-three  signed 
this  agreement  technically,  but  the  mere  signing  of  the  agreement  does  not 
obligate  them  to  bring  it  into  effect  immediately;  they  can  take  some  time  to 
decide  whether  or  not  they  will  bring  it  into  effect. 

Hon.  Mr.  Kinley:  But  they  want  to  trade  in  the  meantime. 

Mr.  Deutsch:  They  will  carry  on  under  their  old  arrangements.  Eight  of 
the  countries  agreed  to  sign  another  document,  called  a  protocol  of  provisional 
application  of  the  General  Agreement  on  Tariffs  and  Trade,  which  means  that 
they  are  prepared  to  bring  this  into  effect  on  January  1. 

The  Chairman:  Could  that  be  done  legally  without  legislative  action? 

Mr.  Deutsch:  Yes,  by  those  eight  countries,  because  they  have  power  to 
bring  the  tariffs  into  effect.  And  they  agreed  to  bring  into  effect  the  text  of 
parts  of  the  charter  in  so  far  as  they  had  legislative  power  to  do  so,  that  is  all. 

The  Chairman:  What  authority  has  the  government  of  Canada  to  bring 
this  into  effect  without  authority  of  parliament? 

Mr.  McKinnon:  Under  section  11  of  the  Customs  Tariff  the  Governor  in 
Council  may  make  concessions  to  other  countries  in  return  for  concessions  that 
they  are  making  to  Canada. 

The  Chairman:  But  he  may  not  increase  the  tariff? 

Mr.  McKinnon:  No,  he  cannot  raise  the  rate  of  duty,  but  he  can  make 
reductions  in  the  rate  for  other  countries  and  bring  them  into  effect  by  order-in¬ 
council,  to  be  ratified  later  by  parliament. 

Hon.  J.  A.  McDonald  (King’s) :  Mr.  Chairman,  I  have  some  questions  to  ask 
Mr.  McKinnon  about  the  British  preferences.  It  seems  that  some  answers  have 
been  given  from  what  has  been  said  today.  I  was  wondering  whether  one  of  the 
gentlemen  would  like  to  give  some  information  with  respect  to  the  elimination 
of  British  preferences,  particularly  as  they  apply  to  apples. 

The  Chairman:  Might  we  postpone  that  subject  until  tomorrow? 

Mr.  McKinnon:  Before  we  proceed  to  Senator  McDonald’s  question, 
whether  it  be  today  or  tomorrow,  may  I  follow  up  Senator  Kinley ’s  comments? 
It  should  be  made  clear  that  although  23  nations  were  represented  at  Geneva  and 
signed  the  agreement,  only  eight,  as  Mr.  Deutsch  has  said,  are  bringing  the 
program  into  effect  on  the  1st  of  January.  It  should  be  pointed  out  that  with 
respect  to  some  of  the  countries,  the  difficulty  was  not  that  they  did  not  choose 
to  bring  the  program  into  effect,  but  that  their  constitutional  practice  did  not 
permit  them  to  do  so.  In  the  cases  of  United  States  and  Great  Britain,  they 
could  do  it,  whereas  certain  other  countries  had  to  wait  until  parliament  con¬ 
vened  because  they  had  no  executive  authority. 
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Hon.  Mr.  Lambert:  There  are,  I  believe,  17  trade  treaties  embodied  in  the 
agreement? 

Mr.  McKinnon:  There  are  20  completed  schedules. 

Hon.  Mr.  Lambert:  But  ! 7  of  those  treaties  are  to  be  put  in  operation  after 
January  1. 

Mr.  Deutsch:  Only  eight  are  subject  to  operation  after  that  particular  date. 

Mr.  McKinnon:  We  may  find  that  on  January  3,  the  number  may  have 
increased  by  reason  of  the  parliament  having  met  in  some  country. 

The  Chairman:  Gentlemen,  I  think  it  is  time  to  adjourn,  but  before  doing 
so  may  I  voice  the  feeling  of  the  committee  in  an  expression  of  appreciation 
to  Mr.  Deutsch  for  his  very  clear,  informative  and  comprehensive  explanations. 

We  will  adjourn  now  to  meet  again  tomorrow  morning  at  10.30. 

The  Committee  adjourned  at  one  o’clock  to  meet  again  tomorrow,  December 
17,  at  10.30  a.m. 
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(EXTRACT  from  the  Minutes  of  the  Proceedings  of  the  Senate  15 

December,  1947) 

The  Honourable  Senator  Robertson,  seconded  by  the  Honourable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and 
Employment  held  at  Geneva  from  April  10  to  October  30,  1947,  together  with 
the  complementary  agreements  of  October  30,  1947,  between  Canada  and  the 
United  States  of  America  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 

The  question  being  put  on  the  said  motion,  it  was^ 

Resolved  in  the  affirmative. 

L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Wednesday,  December  17,  1947. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators: — Euler,  Chairman;  Ballantyne,  Bishop, 
Campbell,  Davies,  Duffus,  Gouin,  Haig,  Howard,  Hushion,  Kinley,  MacLennan, 
McKeen,  McLean,  Moraud,  Nicol,  Paterson,  Robertson,  Turgeon,  Vaillancourt 
and  White,  21. 

Mr.  J.  F.  MacNeill,  K.C.,  Law  Clerk  and  Parliamentary  Counsel,  the 
Senate,  was  in  attendance. 

The  official  reporters  of  the  Senate,  were  in  attendance. 

The  Committee  resumed  consideration  of  the  subject-matter  of  the  General 
Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Applica¬ 
tion  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory 
Committee  of  the  United  Nations  Conference  on  Trade  and  Employment  held 
at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  complementary 
agreements  of  October  30,  1947,  between  Canada  and  the  United  States  of 
America  and  between  Canada  and  the  United  Kingdom. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations,  Department  of  Finance, 
was  again  heard  and  questioned. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board,  was  again  heard;  gave  an 
outline  of  the  manner  in  which  the  negotiations  for  tariff  concessions;  were 
conducted  at  Geneva,  and  was  questioned. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
of  Trade  and  Commerce,  was  heard  with  respect  to  the  details  of  the  agreement, 
and  was  questioned. 

At  12.45  p.m.  the  Committee  adjourned  until  tomorrow,  Thursday,  18th 
December,  1947,  at  10.30  a.m. 

Attest. 

H.  ARMSTRONG, 
Clerk  of  the  Committee. 
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MINUTES  OF  EVIDENCE 

The  Senate 

Wednesday,  December  17,  1947. 

The  Standing  Committee  on  Canadian  Trade  Relations  resumed  this  day 
at  10.30  a.m. 

Hon.  Mr.  Euler  in  the  Chair. 

The  Chairman  :  Gentlemen,  we  now  have  a  quorum.  Please  come  to  order. 
Mr.  Deutsch  gave  a  complete  statement  yesterday  on  the  information  he  has 
to  offer;  however,  he  tells  me  that  he  did  not  say  all  he  could  have  said.  Unless 
there  are  further  questions  the  committee  members  wish  to  ask  him,  we  will 
now  let  him  retire  and  call  on  Mr.  McKinnon.  First,  are  there  any  further 
questions  to  be  asked  Mr.  Deutsch?  If  there  are,  will  you  please  ask  them  now. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  one  question  which  occurred  to  me 
yesterday  was  that  of  non-discrimination.  I  believe  Mr.  Deutsch  conveyed  the 
opinion  that  if  two  countries  were  offering  a  product  for  sale,  and  they  were  in 
the  agreement,  that  the  lower  price  had  to  be  accepted;  in  other  words,  a 
country  had  to  give  an  order  on  a  tender,  as  it  were,  to  the  lowest  bidder.  It 
seems  to  me  that  is  going  farther  than  free  enterprise  has  ever  gone,  in  the  way 
of  binding  anyone  to  buy  at  the  place  where  the  price  is  the  only  controlling 
factor.  I  could  not  find  that  the  charter  went  that  far.  Perhaps  Mr.  Deutsch 
a  little  later  might  tell  us  how  definite  he  can  be  on  that  point. 

The  Chairman:  Would  you  answer  that  question  now,  Mr.  Deutsch? 

Mr.  Deutsch:  Mr.  'Senator,  I  did  not  intend  to  convey  the  impression  that 
the  charter  required  a  country  to  sell  to  the  lowest  bidder,  taking  only  the  price 
into  consideration. 

Hon.  Mr.  Kinley:  I  think  you  said,  Mr.  Deutsch,  taking  the  price  as  a 
major  factor. 

Mr.  Deutsch:  If  I  did  leave  that  impression,  I  did  not  intend  to  do  so, 
and  I  am  incorrect.  What  I  meant,  Mr.  Senator,  was  taking  everything  into 
account,  of  which  price  is  one  of  the  factors;  in  other  words,  it  is  a  proposition 
of  taking  into  account  the  price,  terms,  length  of  period  over  which  the  sale  is 
transacted,  quality  and  all  those  things.  If  a  government  is  making  a  sale 
through  a  state  trading  organization,  it  is  required  to  act  in  the  same  way  that 
a  private  seller  would  act,  taking  into  account  the  question  of  price,  terms  of 
sale,  quality  and  all  those  relevant  things;  in  other  words,  they  are  commercial 
considerations  which  include  more  than  the  price,  but  of  which  the  question  of 
price  is  one  of  the  factors. 

Hon.  Mr.  Kinley:  Who  is  the  judge  of  that? 

Mr.  Deutsch:  In  the  first  instance  of  course  the  parties  to  the  agreement, 
to  the  sale,  are  the  judges;  but  if  a  state  trading  transaction  is  made  and  some 
other  member  country  feels  that  transaction  was  not  made  on  commercial  con¬ 
siderations,  that  country  may  then  complain  and  ask  for  an  investigation  of 
the  transaction.  If  that  complaint  is  sustained,  it  has  certain  remedies. 

Hon.  Mr.  Kinley:  I  have  just  one  more  question,  Mr.  Chairman.  How 
much  will  this  general  agreement  cramp  our  style  if  we  desire  to  make  a 
bilateral  agreement  with  the  United  States? 

Mr.  Deutsch:  You  mean  by  that  a  tariff  argeement? 
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Hon.  Mr.  Kinley:  I  mean,  if  we  want  to  make  an  agreement.  You  notice 
that  in  the  House  of  Commons  yesterday  the  Minister  spoke  of  making  a  new 
trade  agreement  with  the  United  States.  We  are  controlled  by  the  General 
Agreement  in  anything  we  do  together? 

Mr.  Deutsch:  Whatever  further  agreement  is  made  with  the  United  States, 
if  such  further  agreement  is  made,  it  would  have  to  conform  to  the  requirements 
of  the  General  Agreement,  and  any  tariff  concessions  and  reductions  that  are 
made  by  either  country  would  have  to  be  given  to  all  the  other  countries  whose 
representatives  signed  the  General  Agreement.  The  most-favoured-nation  treat¬ 
ment  rule  would  require  that.  Of  course,  in  making  such  an  agreement  one  would 
keep  in  mind  that  the  benefits  would  have  to  be  given  to  all  other  countries,  and 
you  would  select  the  items  in  such  a  way  that  the  benefits  would  go,  of  course,  as 
largely  as  possible  to  the  two  countries  which  made  the  agreement. 

The  Chairman:  Would  that  apply  as  well  if  Canada  made  certain  agree¬ 
ments  with  other  members  of  the  British  Commonwealth? 

Mr.  Deutsch:  If  Canada  made  agreements  with  other  members  of  the 
British  Commonwealth,  you  would  be  bound  by  the  provisions  laid  down  in  the 
General  Agreement  concerning  preferences.  Under  those  provisions  we  cannot 
do  anything  which  will  widen  any  preference — 

The  Chairman:  — -that  exists  now? 

Mr.  Deutsch:  — that  exists  now.  That  is  one  of  the  obligations  in  the 
General  Agreement.  Existing  preferences  may  be  maintained. 

The  Chairman:  But  nothing  beyond  that. 

Mr.  Deutsch:  They  cannot  be  widened  or  extended.  That  of  course  would 
affect  any  arrangement  you  made  with  any  Commonwealth  country,  so  if  you 
reduced  any  rates  with  other  Commonwealth  countries  you  would  have  to  bring 
down  the  m.f.n.  rate  by  the  same  amount,  so  as  not  to  widen  the  preference. 

Hon.  Mr.  Kinley:  Is  the  preference  affected  on  things  that  have  not  yet 
been  thought  of;  that  is,  if  there  is  a  new  item? 

Mr.  Deutsch:  No  new  preference  is  allowed,  senator. 

Hon.  Mr.  Kinley:  Therefore  this  agreement  wipes  out  preferences-  For 
instance,  with  the  United  States:  we  are  their  best  customers  and  they  are  our 
best  customers.  Naturally,  for  Canada,  preference  is  better  than  lowering  the 
tariff,  because  you  get  preference  over  your  competitor.  That  is  wiped  out? 

Mr.  Deutsch:  Yes,  you  cannot  establish  new  preferences. 

Hon.  Mr.  Kinley:  For  instance,  they  gave  us  a  preference  over  Norway  in 
respect  of  fish,  and  also  preference  over  some  countries  which  have  a  low  standard 
of  living.  But  that  is  wiped  out  now? 

Mr.  Deutsch:  You  are  referring,  senator,  to  the  1911  proposals? 

Hon.  Mr.  Kinley:  Yes. 

Mr.  Deutsch:  Well,  that  would  not  be  permitted  now.  We  could  not  make 
reductions  which  apply  only  to  Canada  and  the  United  States.  Under  the  most¬ 
favoured-nation  rule  you  would  have  to  give  those  same  reductions  to  all  other 
countries  that  signed  the  agreement.  But  as  I  said  before,  you  would  select 
your  items,  naturally.  We  would  select  the  items  which  would  be  the  major  ones 
concerning  ourselves  and  the  United  States  but  which  might  not  be  of  very  much 
concern  to  the  other  countries.  By  selecting  your  items  in  such  a  way  you  could 
get  something  which  would  be  of  benefit  to  the  two  countries. 

Hon.  Mr-  Kinley:  Of  course  the  arrangement  is  always  made  with  the 
country  that  is  the  chief  supplier? 

Mr.  Deutsch:  That  has  been  the  general  rule.  At  Geneva,  I  think  Mr. 
McKinnon  explained,  negotiations  between  any  two  pairs  of  countries  were 
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confined  to  the  items  in  which  those  two  countries  were  one  another’s  chief  sup¬ 
pliers,  and  therefore  of  course  they  were  the  ones  principally  interested  in  that 
particular  concession. 

Hon.  Mr.  Kinley:  To  what  extent  does  the  United  States  release  hold  on 
Cuba? 

Mr.  Deutsch:  I  think  Mr.  McKinnon  could  answer  that  question. 

Hon.  Mr.  Kinley:  They  are  in  the  same  position  with  Cuba  as  we  are  with 
the  British  Empire? 

Mr.  Deutsch:  Exactly. 

Hon.  Mr.  Kinley:  And,  really,  with  the  Philippines  too? 

Mr.  Deutsch:  The  Philippines  are  slightly  different.  In  the  case  of  the 
Philippines  there  is  a  treaty  with  the  United  States,  I  understand,  whereby  the 
preferential  treatment  given  to  the  Philippines  is  being  reduced  gradually  over  a 
period  of  years  so  that  finally  all  preferences  will  disappear. 

Hon.  Mr.  Kinley:  I  have  just  one  more  question  that  I  wish  to  ask.  Is 
there  a  provision  in  this  charter  that  existing  laws  must  be  respected? 

Mr.  Deutsch:  Do  you  mean  generally  throughout,  senator? 

Hon.  Mr.  Kinley:  Well,  that  the  existing  laws  of  countries  must  be 
respected.  It  does  not  cancel  any? 

Mr.  Deutsch:  It  is  not  strictly  so.  In  a  number  of  cases  existing  regulations 
and  existing  requirements  are  allowed  to  be  maintained,  but  no  new  ones  may 
be  introduced.  What  you  have  said  is  true  in  some  instances  but  in  other  cases 
where  existing  laws  conflict  with  the  obligations,  those  laws  have  to  be  changed. 
That  is  particularly  so  in  the  case  of  customs  administration.  Many  countries 
will  have  to  change  their  customs  laws.  It  is  not  a  general  rule  but  it  applies 
in  many  cases.  For  instance,  I  believe  it  is  true  that  a  number  of  countries 
have  mixing  requirements  where  they  require  that  the  domestic  manufacturer 
must  use  a  certain  proportion  of  the  domestic  raw  material.  That  was  particu¬ 
larly  true  in  respect  to  wheat  in  Europe.  Flour  millers  were  required  to  use  a 
certain  proportion  of  home  grown  wheat.  In  that  case  the  existing  mixing 
requirements  may  be  retained,  but  the  country  must  be  prepared  to  negotiate 
those  existing  mixing  requirements  and  it  cannot  impose  any  new  mixing 
requirements.  What  you  say  is  true  to  a  certain  extent  but  in  other  cases 
existing  laws  have  to  be .  changed,  particularly  in  respect  to  customs 
administration. 

Hon.  Mr.  Kinley:  You  said  something  yesterday  that  seemed  rather  new 
to  me  with  regard  to  the  bonus  of  subsidies.  If  you  were  to  give  your  .subsidy 
generally,  that  is,  for  home  consumption  and  export,  it  would  be  all  right;  but 
if  you  only  gave  it  for  export  you  would  be  going  against  it. 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Davies:  This  schedule  was  made  as  a  result  of  a  lot  of  negotiation? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Davies:  What  percentage  of  the  duties  was  lowered  and  what 
percentage  was  increased? 

Mr.  Deutsch:  That  comes  under  Mr.  McKinnon.  He  was  in  charge  of 
the  tariff  negotiations. 

The  Chairman:  Honourable  senators,  unless  there  are  further  questions  I 
think  we  may  regard  that  we  have  had  a  complete  discussion  on  the  charter. 

Hon.  Mr.  Campbell:  What  is  the  position  with  respect  to  oleomargarine? 

The  Chairman:  Order. 

Hon.  Mr.  Haig:  That  will  come  under  Mr.  McKinnon  also.  He  will  answer 
that  better. 
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Mr.  Deutsch:  As  I  explained  yesterday,  under  the  text  of  the  general 
agreement  there  is  a  general  provision  that  quantitative  restrictions,  in  general, 
are  prohibited  and  that  includes,  of  course,  any  direct  controls  on  exports  or 
imports  and  also  includes  any  prohibitions,  and  under  this  charter,  prohibitions 
are  not  permitted. 

Hon.  Mr.  Haig:  If  they  are  in  existence. 

Mr.  Deutsch:  Even  if  they  are  in  existence. 

Hon.  Mr.  Kineey:  But  the  charter  provides  many  reasons  why  it  can  be 
prohibited,  especially  with  regard  to  articles  of  the  forest,  farm  and  the  sea.  For 
health  and  many  other  reasons  there  are  a  large  number  of  escape  clauses  so 
that  'there  is  no  danger.  I  mean  to  say,  the  escape  clauses  of  this  treaty  just 
give  a  nation  the  right  to  do  as  it  pretty  well  likes. 

Mr.  Deutsch:  I  do  not  think  that  is  true,  sir. 

Hon.  Mr.  Kinley:  As  long  as  they  do  not  interfere  with  the  ri'gjht  of  the 
other  fellow. 

The  Chairman:  Is  this  not  the  situation  with  regard  to  oleomargarine,  in 
which  I  am  only  slightly  interested:  the  prohibition  against  the  importation  of 
margarine  will  have  to  be  removed. 

Mr.  Deutsch:  That  is  right. 

The  Chairman:  But  Canada  has  the  right — and  I  am  told  it  will  be  exer¬ 
cised — to  put  a  prohibitive  tariff  against  oleomargarine. 

Mr.  Deutsch:  The  rate  on  oleomargarine  was  not  bound  and  therefore  we 
are  free  to  do.  what  the  government  decides  about  the  rate  on  margarine,  but  so 
far  as  the  prohibition  is  concerned,  this  general  agreement  will  not  permit  the 
continuance  of  the  prohibition  on  oleomargarine. 

The  Chairman:  Taking  off  the  ban,  as  we  must  and  imposing  a  duty,  which 
in  effect  is  exactly  the  same,  is  that  in  harmony  with  the  spirit  of  the  'charter? 

Mr.  Deutsch:  Since  we  have  not  bound  the  rate  on  margarine,  it  is  quite 
within  the  spirit  of  the  'charter  to  put  whatever  rate  we  wish  to  put  on  margarine. 

The  Chairman:  Even  though  it  has  the  same  effect  as  the  removal  of  the 
ban? 

Mr.  Deutsch:  Yes,  even  though  it  could  have  the  same  effect.  In  other 
words,  it  is  understood  by  all  the  countries  who  participate  in  this  agreement 
that  where  a  nation  does  not  bind  a  particular  tariff,  it  can  put  on  whatever 
rate  it  wishes  to. 

The  Chairman:  Then  I  misunderstood  you  yesterday.  I  thought  you  could 
do  it  only  if  if  had  to  do  with  a  difference  in  the  exchange. 

Mr.  Deutsch:  No,  if  you  do  not  bind  a  tariff  you  are  perfectly  free  to  put 
that  tariff  in  any  position  you  wish,  and  all  the  countries  know  and  understand 
that  situation. 

Hon.  Mr.  Duffus:  Will  the  mixing  arrangement  work  out  to  the  advantage 
of  agriculture  in  Canada  in  so  far  as  fertilizer  is  concerned? 

Mr.  Deutsch:  Well,  senator,  if  we  have  any  mixing  regulations  at  the 
present  time,  before  this  agreement  goes  into  effect,  we  may  continue  those  par¬ 
ticular  regulations,  but  we  cannot  add  any  new  ones.  And  we  must  be  prepared 
to  negotiate  for  the  elimination  of  those  regulations  if  other  countries  ask  us  to 
negotiate. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  may  I  refer  the  witness  to.  article  XI  on 
page  26  of  this  pamphlet  entitled  “Final  Act”?  It  is  headed  “General  elimination 
of  quantitative  restrictions”,  and  it  seems  to  give  pretty  wide  powers. 
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Mr.  Deutsch:  I  mu'st  make  clear  to  'honourable  senators  that  yesterday  I 
covered  the  charter  in  a  very  general  and1  summary  form,  without  going  into 
all  the  details.  I  do  not  want  to  create  the  impression  that  I  covered  everything, 
for  I  did  not. 

Hon.  Mr.  Kinley:  I  was  simply  suggesting  that  article  XI  gives  ample 
power  to  deal  with  the  question  that  we  were  discussing. 

Mr.  Deutsch:  Yes,  article  XI  could  possibly  provide  a  way  out,  but  I  think 
it  is  not  within  the  spirit  of  this  agreement  to  use  the  article  in  that  way. 

Hon.  Mt.  Kinley:  The  letter  of  the  law  is  the  thing  that  counts  when  you 
are  interpreting  a  contract. 

Hon.  Mr.  Bishop:  I  suppose  that  at  Geneva  the  delegates  ate  oleo¬ 
margarine? 

Mr.  Deutsch:  Yes,  I  think  we  did. 

Hon.  Mr.  Bishop:  And  you  all  came  back  all  right. 

Hon.  Mr.  Bouffard:  Is  there  anything  in  the  agreement  that  would  prevent 
a  province  from  imposing  a  direct  tax  on  an  imported  product? 

Mr.  Deutsch:  That  is  partly  an  internal  constitutional  question,  senator. 
There  is  no  doubt  that  a  province  can  impose  a  sales  tax  on  both  domestic  and 
imported  products.  But  if  a  province  attempted  to  tax  imports  as  such  it  would 
run  into  domestic  constitutional  difficulties,  quite  aside  from  any  question 
of  obligations  under  this  charter.  A  province  could  not  tax  an  article  which  was 
imported  and  of  which  there  was  no  domestic  production.  There  is  a  clause 
in  the  charter  which  says  that  you  must  not  use  this  device  as  an  indirect 
way  of  giving  protection. 

Hon.  Mr.  Bouffard:  How  would  you  prevent  a  province  from  taxing 
imports? 

Mr.  Deutsch:  Some  other  country  would  complain,  and  you  would  be 
brought  before  the  organization  and  asked  to  explain  why  you  were  not 
observing  the  provisions  of  this  agreement. 

Hon.  Mr.  Bouffard:  The  provinces  are  not  a  party  to  the  agreement. 

Hon.  Mr.  Howard:  The  provinces  have  not  got  power  to  put  a  tax  on 
imports. 

Mr.  Deutsch:  That  is  a  federal  matter. 

Hon.  Mr.  Moraud:  A  province  can  impose  a  sales  tax  on  goods,  whether 
they  are  imported  or  not.  That  is  not  a  tax  on  imports;  it  is  a  regular  sales  tax. 

Mr.  Deutsch:  In  cases  where  the  tax  falls  on  both  the  domestic  and 
imported  goods  there  would  be  no  difficulties,  Mr.  Senator,  but  if  the  imports 
only  were  picked  out  and  made  subject  to  tax  there  would  be  difficulties. 

Hon.  Mr.  Moraud:  What. would  be  the  difficulties?  The  province  has  the 
right  to  do  that. 

Mr.  Deutsch:  Has  the  province  the  right  to  tax  imports  only? 

Hon.  Mr.  Moraud:  If  it  desires  to  impose  a  tax  on  commodities  not 
manufactured  in  Canada,  it  may  do  so. 

Mr.  Deutsch:  Then  in  that  case  other  countries  could  complain  that  we 
are  using  this  device  as  a  direct  way  of  keeping  out  imports,  and  Canada  would 
have  to  explain  why  she  is  not  adhering  to  this  agreement. 

The  Chairman:  Could  not  the  problem  be  answered  in  this  way,  Mr. 
Deutsch:  Supposing  one  province,  and  for  argument  purposes  we  will  take  the 
province  of  Quebec,  puts  a  tax  on  imports  from  the  United  States.  The  United 
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States  could  still  export  those  goods  to  the  province  of  Ontario,  and  Ontario 
could  in  turn  freely  send  them  into  the  province  of  Quebec.  In  that  way  I  should 
think  they  could  evade  the  tax. 

Mr.  Deutsch:  That  is  one  way. 

Hon.  Mr.  Bouffard:  There  is  nothing  to  prevent  the  province  imposing  a 
tax  on  commodities  now  coming  from  the  province  of  Ontario. 

Hon.  Mr.  Moraud:  It  goes  to  a  question  of  an  interpretation  of  the  B.N.A. 
Act.  We  have  the  absolute  right  to  impose  sales  tax,  whether  it  be  on  domestic 
goods  or  not;  we  would  still  have  that  right,  regardless  of  whether  another 
nation  might  launch  a  complaint  to  the  federal  government. 

Mr.  Deutsch:  Mr.  Senator,  if  a  case  like  that  arose,  I  think  another 
country  would  complain  and  Canada  would  be  required  to  explain  why  this  was 
being  done.  If  the  organization  felt  that  Canada  should  stop  taxing  in  that 
way,  then  it  would  be  a  matter  to  be  settled  between  the  dominion  and  the 
province.  As  to  how  it  would  be  settled,  I  cannot  say. 

Hon.  Mr.  Moraud:  We  are  now  taxing  gasoline,  and  a  good  many  other 
things. 

Mr.  Deutsch:  There  is  no  question,  Mr.  Senator,  but  that  the  province 
has  the  right  to  apply  the  sales  tax.  We  are  not  questioning  that. 

Hon.  Mr.  Kinley:  That  is  direct  taxation. 

Mr.  Deutsch:  Yes.  In  the  case  of  gasoline,  the  province  is  not  making 
a  distinction  between  imported  and  domestic  gasoline.  Under  those  circum¬ 
stances  that  is  permitted,  and  there  is  no  difficulty  about  it. 

The  Chairman  :  If  there  are  no  further  questions  to  be  asked  of  Mr. 
Deutsch,  we  will  drop  the  matter  so  far  as  the  charter  is  concerned.  We  have  the 
agreements  themselves  to  deal  with;  Mr.  McKinnon  will  give  us  information  as 
to  the  tariff  concessions  Canada  is  making,  and  Mr.  Kemp,  of  the  Department 
of  Trade  and  Commerce,  as  to  the  concessions  which  we  are  receiving.  Is  that 
correct,  Mr.  McKinnon? 

Mr.  McKinnon:  That  is  right. 

The  Chairman:  In  accordance  with  the  wish  of  Mr.  McKinnon,  I  should 
say  at  the  outset  that  he  will  make  a  brief  statement. 

Mr.  McKinnon:  Mr.  Chairman  and  honourable  senators,  Mr.  Deutsch  has 
explained  the  meaning  and  terms  of  the  charter,  which  of  course  as  he  stated 
yesterday  is  a  draft  charter;  it  will  remain  a  draft  charter  until  it  is  disposed 
of  oneway  or  another  at  Havana.  Mr.  Deutsch  also  made  clear  a  most  important 
point  in  the  charter,  namely,  the  relationship  of  the  charter  itself  to  the  abridged 
but  very  useful  edition  thereof,  known  as  the  General  Agreement;  in  other 
words,  he  has  explained  the  law  in  the  matter  as  it  exists  at  the  moment,  and 
as  I  understand  the  wish  of  the  committee,  it  is  to  examine  now  the  application 
of  the  law  in  detail.  It  might  make  it  easier  for  the  committee  to  decide  upon 
the  method  of  technique  in  questioning  if  I  said  a  few  words  about  the  manner 
in  which  the  tariff  negotiations  as  such  were  conducted  in  Geneva. 

While  the  draft  charter  and  general  agreement  to  which  Mr.  Deutsch 
alluded  yesterday  and  again  today,  were  being  hammered  out,  so  to  speak,  in 
various  committee  rooms,  the  detailed  tariff  negotiations  among  the  countries 
represented  at  Geneva  were  also  taking  place.  Each  delegation  representing  the 
countries  comprised  officials  who  gave  their  time  entirely  to  the  charter  and  the 
text  of  the  agreement;  there  were  also  officials  who  put  their  entire  time  on  the 
matter  of  negotiating  tariff  arrangements  with  other  countries.  A  word  or  two 
about  the  atmosphere  might  be  useful. 

Many  of  the  larger  countries  had  quite  big  delegations  and  had  a  consider¬ 
able  number  of  tariff  negotiating  teams,  by  reason  of  which  they  could  negotiate 
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with  several  countries  at  one  time.  I  think  the  United  States,  for  instance,  was 
able  to  negotiate  at  one  time  with  some  ten  or  twelve  countries.  Other  countries 
with  smaller  delegations  had  perhaps  two  or  three  tariff  teams.  Canada  had  one 
tariff  team,  and  while  that  meant  very  intensive  and  steady  work  in  connection 
with  the  tariff  negotiations,  it  had  the  advantage  that  ther  team  was  a  cohesive 
unit  and  we  at  least  did  not  have  to  have  a  meeting  each  might  to  see  what  each 
other  had  received  or  given  away  during  the  day.  We  worked  together  all  day, 
every  day. 

For  the  most  part  the  negotiations  were  conducted  in  English,  but  naturally 
certain  negotiations  with  France  and  the  French  colonies,  and  to  some  extent 
with  the  countries  of  what  is  now  known  as  “Benelux”  which  is  the  customs 
union  of  Belgium,  Luxembourg  and  the  Netherlands,  French  was  used  as  much 
as  English.  With  respect  to  one  or  two  South  American  countries,  we  used 
English  part  of  the  time,  French  part  of  the  time,  and  Spanish  in  circumstances 
where  the  other  team  was  not  able  to,  use  French  or  English,  particularly  as  to 
the  technical  language  of  tariff  items. 

Just  as  you  have  now  examined  Mr.  Deutsch  regarding  the  text  of  the 
agreement,  and  now  wTish  to  examine  Mr.  Kemp  and  myself  regarding  the  details, 
it  might  be  well  to  keep  in  mind  that  within  our  own  delegation  there  was  just 
a  two-way  division  of  responsibility  and  labour.  I  emphasized  yesterday  in 
my  opening  remarks  that  I  was  regarded  as  the  chief  of  the  negotiating  team 
because  of  age  and  experience;  it  was  Mr.  Kemp’s  responsibility  and  that  of  his 
colleagues  from  the  Department  of  Trade  and  Commerce,  as  representing  the 
branch  of  government  interested  in  securing  exports  for  Canada,  to  determine 
what  our  team  should  ask  for,  from  whom  and  by  how  much.  Naturally,  in 
making  his  decision  about  what  we  should  ask  for  in  any  particular  commodity 
from  any  particular  country  he  had  also  the  advice  of  specialists  from  such 
departments  as  the  Department  of  Agriculture  and  the  Department  of  Fisheries. 
Once  he  had  decided  what  he  would  ask  for,  and  had  presented  his  case,  it  then 
lay  upon  us  as  a  team  to  decide  at  the  end  of  the  day  how  far  the  other  country 
had  been  forthcoming  in  meeting  Mr.  Kemp’s  request,  and  to  appraise'  the  result 
generally,  and  then  it  fell  to  my  side  of  the  team  to  determine  how  Canada 
would  pay  for  the  concession  that  we  were  receiving;  in  other  words,  what  reduc¬ 
tion  should  be  made  in  the  Canadian  tariff  as  a  quid  pro  quo  for  what  we  were 
receiving  either  on  that  particular  commodity  or  in  general  if  we  looked  at  the 
agreement  as  a  whole. 

Now,  sir,  since  this  is  in  a  sense  horse-trading,  one  could  not  always  put 
his  whole  case  on  the  table  before  the  other  team.  Both  sides  had  to  use  the 
trading  instinct,  and  each  had  to  make  up  its  own  mind  when  it  had  pushed  a 
request  as  far  as  was  reasonably  possible  and  practicable  to  push  it;  and  when 
that  point  was  reached,  decide  how  much  if  anything  should  be  given  in  return. 
As  a  general  rule,  the  technique  of  all  negotiating  teams  was  to  press  their 
demands  upon  the  other  country  first,  and  consider  what  they  would  give  in 
payment  only  after  they  had  heard  the  reply  of  the  other  country.  I  think  that 
would  be  the  technique  followed  by  most  traders,  Mr.  Chairman,  in  dealing 
with  any  commodity,  or  even  in  trading,  horses.  You  want  to  know  first  what 
you  may  get.  There  is  sometimes  the  disposition  to  make  the  offer  first.  If  you 
make  the  offer  first,  then  of  course  the  onus  is  on  you  of  immediately  deciding 
what  the  situation  is  when  you  get  the  reply  to  the  offer.  I  mention  that  because 
of  the  fact  that  the  United  States  technique,  as  I  think  is  pretty  well  understood, 
was  to  make  offers.  I  should  explain  that  the  reason  that  was  the  case  with 
the  United  States  more  than  with  any  other  country  was  that  their  teams  were 
definitely  restricted  in  the  extent  to  which  they  could  or  might  go,  no  matter 
what  they  might  get;  because  the  President  himself  is  limited  in  the  extent  to 
which  he  can  make  a  concession  to  another  country,  regardless  of  the  concession 
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he  is  getting;  in  return.  In  other  words,  he  may  not  transfer  an  item  from  the 
dutiable  list  to  the  free  list,  nor  may  he  give  a  reduction  of  more  than  50  per 
cent. 

The  Chairman:  Could  not  they  tentatively  reduce  further  than  50  per  cent 
in  the  hope  that  Congress  would  ratify? 

Mr.  McKinnon:  No,  not  under  their  Act,  Mr.  Euler.  They  are  restricted 
to  50  per  cent.  Therefore  the  United  States  was  in  the  position  of  being  able 
to  say  before  they  ever  went  to  Geneva,  “  Well,  we  have  certain  powers,  certain 
discretion,  but  only  certain  discretion.  We  may  as  well  make  an  offer.”  Other 
countries,  not  similarly  inhibited,  naturally  used  the  trading  instinct  and  asked 
for  what  they  wanted  first,  and  only  when  they  knew  what  they  were  getting 
were  they  prepared  to  make  an  offer  in  return. 

The  Chairman:  Would  they  be  apt  to  make  an  offer  any  greater  than  50 
per  cent  since  the  United  States  could  give  only  50  per  cent? 

Mr.  McKinnon:  No,  except  in  the  odd  case.  I  will  come  to  some  instances 
where  it  cost  little  or  nothing  to  make  an  offer  better  than  50  per  cent  'but  where 
that  concession  was  deemed  to  be  most  important  by  the  other  country. 

Now,  that  having  been  the  technique  in  the  bargaining,  it  might  be  the 
desire  of  the  committee  to  approach  this  detailed  examination  by  somewhat 
the  same  method.  In  other  words,  what  I  am  suggesting  before  we  start  to  go 
into  the  heart  of  the  situation  item  by  item  is  this,  that  the  committee  might 
like  to  know  what  we  got  first,  in  detail,  and  then  ascertain  what  we  paid  for  it, 
in  detail;  or,  as  Senator  Ballantyne,  I  think  it  was,  suggested  yesterday,  might 
prefer  to  ascertain  first  what  we  paid  and  later  ascertain  what  we  received? 
Mr.  Kemp  and  I  are  in  the  hands  of  the  committee  on  that,  but  it  will  greatly 
facilitate  discussions  if  the  direction  is  one  way  or  the  other. 

The  Chairman:  I  do  not  think  it  makes  very  much  difference. 

Hon.  Mr.  Howard:  I  think  we  had  better  get  what  we  received. 

Hon.  Mr.  Haig:  I  think  we  had  better  get  what  they  offered  us,  and  then 
what  we  paid  for  it.  That,  as  I  understand  it,  is  the  technique  which  was 
followed. 

The  Chairman:  Is  that  the  wish  of  the  committee?  Carried.  No  opposition. 

Mr.  McKinnon:  I  presume,  Mr.  Chairman,  the  members  of  the  committee 
will  probably  in  most  instances  refer  to  a  certain  commodity  and  ask  what 
happened  on  that,  and  from  whom  we  got  concession,  and  how  much. 

Hon.  Mr.  Crerar:  While  I  am  not  a  member  of  the  committee,  Mr.  Chair¬ 
man — I  thought  I  was,  yesterday — I  presume  I  am  permitted  to  say  a  word. 

The  Chairman:  You  are  quite  in  order. 

Hon.  Mr.  Crerar:  We  might  hear  from  Mr.  McKinnon  or  Mr.  Kemp 
perhaps  in  a  somewhat  general  way  the  concessions  we  have  received,  especially 
from  the  United  States,  and  what  we  have  been  obliged  to  surrender  to  reach 
an  agreement. 

The  Chairman:  You  mean,  in  a  general  way,  without  particular  items? 

Hon.  Mr.  Crerar:  A  general  statement,  without  going  at  the  moment  into 
detailed  items. 

Mr.  McKinnon:  Might  I,  as  chief  of  the  team,  just  say  a  word,  and  then 
let  Mr.  Kemp  take  over  in  detail?  We  went  to  Geneva  under  instructions  to 
get  the  maximum  possible  concessions  from  every  country  represented  there, 
and  we  never  lost  that  as  our  objective.  In  most  cases  we  asked  for  the  sky, 
on  the  ground  that  he  who  shoots  at  the  sky  will  hit  higher  far  than  the  man 
who  shoots  at  a  tree.  We  did  not  always  get  everything  we  wanted,  but,  if  we 
take  the  United  States  concessions  first,  we  were  fortunate  in  being  able  to 
secure  either  substantial  or  in  many  cases  the  maximum  reduction  on  almost 
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every  agricultural  export  of  any  substantial  importance  to  Canada.  That  is 
to  say,  all  the  grains,  including  wheat — Mr.  Kemp  will  go  into  detail  about  the 
duty  and  the  removal  of  the  quota — all  the  coarse  grains,  all  the  bran,  shorts, 
middlings  and  mill  feeds,  practically  all  the  seeds,  the  enlargement  of  the  quota 
on  cattle,  enlargement  of  the  quota  on  calves,  further  reduction  of  the  duty  on 
milk  and  cream,  maximum  reduction  on  all  live  poultry,  which  is  now  becoming 
a  big  trade  with  the  United  States;  maximum  reduction  on  practically  all 
dressed  poultry,  the  only  item  excluded  being  turkeys;  maximum  reduction,  for 
the  third  time,  a  50  per  cent  reduction  if  I  remember  correctly — certainly  the 
third  reduction — on  table  turnips. 

The  Chairman:  May  I  ask  you  something  right  there?  The  President  of 
the  United  States  is  limited  to  a  reduction  of  50  per  cent.  Can  he  make  that 
repeatedly? 

Mr.  McKinnon:  Yes. 

The  Chairman:  He  can  reduce  it  practically  to  nothing  by  that  process? 

Mr.  McKinnon  :  I  could  illustrate  that  by  referring  to  those  beautiful 
table  turnips,  senator,  which  come  from  the  Maritimes,  and  also  from  Wellington 
and  Grey  counties,  Ontario,  which  go  over  dipped  in  wax,  and  which  represented 
last  year  some  three  million  dollars  worth  of  exports  from  this  country.  In 
1935  we  negotiated  with  the  United  States  and  got  the  duty  reduced  from  25 
to  12-J  per  cent.  It  was  later  reduced  to  eight,  if  I  remember  correctly,  and  we 
have  now  cut  it  down  to  six. and  one-quarter  cents.  Reference  was  made  to  a 
further  negotiation.  If  there  ever  should  be  such,  it  would  be  competent  unless 
the  United  States  law  was  changed  to  make  a  further  reduction  of  fifty  per  cent. 
In  other  words,  sir,  the  fifty  per  cent  is  limited  to  the  one  occasion.  It  is  not 
that  the  pitcher  will  go  to  the  well  only  once,  but  on  each  going  it  will  fill  only 
fifty  per  cent. 

Hon.  Mr.  McKeen:  Does  there  have  to  be  a  session  of  congress  in  between? 

Mr.  McKinnon:  No. 

Hon.  Mr.  Turgeon:  Would  the  first  concession  made  have  to  be  adopted 
by  congress  before  the  second  was  made? 

Mr.  McKinnon:  No,  sir. 

Hon.  J.  A.  McDonald  (King’s) :  Ordinarily  there  would  not  be  more  than 
one  reduction  a  year? 

Mr.  McKinnon:  I  think  not.  Two  negotiations  may  be  held  within  a 
twelve-months  period,  but  I  doubt  if  their  law  has  ever  envisaged  such  a  situation, 
and  there  is  no  suggestion  that  any  particular  length  of  time  must  elapse  be¬ 
tween  one  reduction  and  another. 

Hon.  Mr.  Duffus:  Why  was  there  not  a  reduction  on  turkeys? 

Mr.  McKinnon:  In  reference  to  this  matter  possibly  the  press  might  not 
use  the  name  of  the  country  because  it  might  embarrass  the  United  States. 
Turkeys  were  excluded  from  our  negotiations  on  the  ground  that  we  are  not 
the  principal  supplier.  The  principal  supplier  is  another  country  and  in  the 
expectation  and  hope  that  that  country  will  ultimately  join  the  negotiating 
countries,  the  United  States  naturally  withheld  the  reduction  on  turkeys  because 
it  would  be  of  major  importance  to  the  other  country  and  if  and  when  it  gets 
the  reduction  we  will  share  in  the  benefit.  That,  by  and  large,  Senator  Crerar, 
was  the  picture  on  agriculture.  As  regards  forest  products,  we  get  a  maximum 
reduction  practically  all  the  way  through  the  list  in  the  United  States,  and  in 
most  cases  this  was  the  second,  if  not  the  third,  reduction  on  most  of  the  lumber 
in  which  we  are  interested  as  exporters.  In  base  metals  we  get  the  maximum 
reduction  on  most  of  them  including  nickel,  copper,  tantalum,  cadmium,  tungsten 
and  practically  all  the  aluminum.  It  included  all  the  base  materials  excepting 
lead.  Again  lead  is  reserved  because  another  country,  whom  perhaps  I  should 
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not  name,  is  the  chief  supplier  and  no  doubt  will  be  negotiating  with  the  United 
States  in  this  respect,  and  therefore  they  reserved  lead  for  the  purposes  of  these 
negotiations. 

In  fisheries  products — and  here  I  know  a  number  of  the  members  of  the 
committee  are  particularly  interested  inasmuch  as  reference  was  made  to  fish 
several  times  yesterday — although  we  secured  very  substantial  concessions  from 
the  United  States  in  1935  and  1938  on  both  salt  and  fresh  water  fish,  we  were 
able  again  this  time  to  get  reductions  across  the  board,  and  in  many  cases,  the 
maximum  reduction  on  almost  every  type  of  fresh  water  fish. 

Hon.  Mr.  McKeen:  What  reduction  did  they  get  on  canned  fish? 

Mr.  McKinnon:  I  think  you  are  referring  to  one  type  of  canned  fish,  are 
you? 

Mr.  McKeen:  Yes,  canned  salmon. 

Mr.  McKinnon:  We  received  no  reduction  on  canned  salmon  and  we  gave 
none.  The  situation  back  of  that  will  be  brought  out  by  Mr.  Kemp. 

Hon.  Mr.  McKeen:  The  reason  I  raise  the  question  is  that  it  created  a 
serious  situation  on  the  Pacific  Coast  because  the  fish  they  use  for  canned  salmon 
will  now  probably  go  out  of  the  country  on  a  lower  duty  and  the  cannery  has 
the  high  barrier  against  them  in  trying  to  sell  the  product  in  the  United  States, 
and  that  works  to  the  disadvantage  of  the  cannery. 

Mr.  McKinnon:  I  think  I  might  say,  Senator  McKeen,  that  we  are  aware 
of  the  situation  you  have  referred  to.  But  since  the  premium  paid  by  the  United 
States  canneries  has  been  from  eight  to  twelve  cents  above  the  Canadian  price, 
I  do  not  think  we  could  quite  say  that  the  reduction  of  one-half  cent  in  the  duty 
has  been  the  cause  of  the  situation.  It  may  not  have  done  anything  to  alleviate 
it,  Senator  McKeen,  but  when  they  already  were  paying  a  premium  of  eight  to 
ten  or  twelve  cents  for  our  fish,  the  mere  fact  we  got  the  duty  reduced  a  further 
half  cent  has  hardly  a  causative  effect  on  the  situation. 

Hon.  Mr.  McKeen:  What  you  say  is  right,  but  the  situation  has  been 
aggravated. 

Mr.  McKinnon:  We  shall  discuss  the  situation  in  greater  detail  when  we 
come  to  the  salmon  item.  There  is  a  second  reduction  now  on  all  the  fresh  water 
fish,  particularly  that  of  Western  Canada.  Western  Canada  is  becoming  a 
tremendous  exporter  of  fresh  water  fish. 

Hon.  Mr.  Haig:  Principally  Manitoba. 

Mr.  McKinnon:  That  is  right,  sir,  and  in  pressing  for  a  reduction  on  fresh 
water  fish  we  were  getting  an  advantage  for  the  prairie  provinces  in  what  should 
be  a  great  potential  market.  I  have  now  mentioned  agricultural  and  forest 
products,  minerals  and  fisheries. 

Hon.  Mr.  Crerar:  May  I  ask  a  question  at  this  time  which  might  have  to 
be  answered  by  Mr.  Deutsch?  In  the  shipment  of  fresh  water  fish  from  Western 
Canada  to  the  United  States,  on  more  than  one  occasion — one  occasion  at  least — * 
such  shipment  or  shipments  were  prohibited  because  of  parasites  in  some  of  the 
fish. 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  Crerar:  The  discrimination  against  our  fish  was  undoubtedly  a 
protective  measure.  Will  that  be  likely  to  arise  in  the  future? 

Mr.  McKinnon:  That  is  really  under  the  agreement  rather  than  the 
schedule. 

Mr.  Deutsch:  In  the  future,  Senator  Crerar,  they  could  keep  our  products 
out  on  the  grounds  of  health  but  I  do  not  think  they  would  be  permitted  to  use 
that  as  a  cover  for  protection.  As  a  matter  of  fact,  the  charter  states  specifically 
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that  you  can  regulate  imports  on  the  grounds  of  health,  but  you  cannot  use  that 
as  a  cover  for  protection.  Therefore,  if  we  felt  that  they  were  doing  so  we  would 
have  grounds  for  complaint. 

Hon.  Mr.  Kinley:  This  is  a  very  perishable  product  and  it  has  got  to  be 
good.  You  cannot  ask  people  to  take  fish  that  is  not  good. 

Mr.  McKinnon:  That  raises  an  interesting  point,  Senator  Kinley.  A  product 
that  is  going  into  the  United  States  from  your  part  of  the  country  and  contiguous 
territories  must  be  of  pretty  good  quality.  I  am  referring  particularly  to  the 
fillets.  If  I  remember  correctly,  the  consumption  of  our  fillets  in  the  United 
States  was  40  million  pounds  last  year  and  this  fish  was  being  trucked  inland  as 
far  as  Chicago,  and  it  was  the  very  fact  that  our  producers  had  reached  and 
exceeded  their  quota  that  made  them  so  anxious  to  get  the  ex-quota  rate  bound. 
We  were  told  by  the  United  States  negotiators  that  that  was  a  complete  impos¬ 
sibility  because,  having  exceeded  the  quota,  they  felt  the  most  they  could  do  was 
let  us  maintain  the  quota  position  but  not  bind  the  ex-quota  rate.  In  the  end  we 
were  very  fortunate  in  being  able  to  maintain,  not  only  our  quota  and  the  quota 
rate  on  this  tremendous  trade  on  cod  fillets,  but  to  get  the  ex-quota  rate  bound 
as  well. 

Hon.  Mr.  Kinley:  That  has  been  a  very  important  problem,  and  with 
regard  to  the  present  quality  of  fillets  they  are  now  subject  to  a  very  minute 
inspection  by  light,  and  I  think  the  inspection  on  the  other  side  is  pretty  severe 
also. 

Mr.  McKinnon  :  I  should  imagine  they  are  very  strict. 

Hon.  Mr.  Bishop:  May  I  ask,  do  these  concessions  with  the  United  States 
require  the  consent  of  Congress? 

Mr.  McKinnon:  No,  it  is  under  the  executive  authority,  Senator  Bishop. 

Hon.  Mr.  Bishop:  If  there  is  a  new  agreement  with  the  United  States  along 
the  line  indicated  by  Mr.  Abbott  yesterday,  that  would  be  made  by  the  same 
authority? 

Mr.  McKinnon:  I  was  not  in  the  house  when  Mr.  Abbott  spoke  yesterday 
and  I  have  not  had  the  advantage  of  reading  what  he  said.  Mr.  Deutsch  may 
know  what  the  Minister  said. 

Mr.  Deutsch:  If  we  sought  to  make  with  the  United  States  a  new  agree¬ 
ment  which  would  involve  transferring  American  items  to  the  free  list,  we  could 
not  operate  under  the  existing  authority.  It  would  be  necessary  to  go  to 
Congress  then. 

Hon.  Mr.  Bishop:  But  if  there  is  simply  a  reduction  of  duty,  that  can  be 
taken  care  of  under  the  existing  authority? 

Mr.  Deutsch:  If  it  is  simply  a  reduction  oif  duty  by  not  more  than  50  per 
cent,  it  can  be  done  under  the  administration’s  powers,  but  any  reduction  beyond 
that  could  not  be  made  Without  authorization  by  Congress. 

Hon.  Mr.  Kinley:  The  charter  that  we  are  dealing  with  now  must  pass  the 
United  States  Senate,  must  it  not? 

Mr.  Deutsch:  Yes,  senator,  because  in  order  to  implement  the  charter  the 
United  States  would  have  to  change  a  number  of  its  laws,  and  that  can  only  be 
done  by  Congress. 

Hon.  Mr.  Kinley:  But  the  schedule  is  brought  into  operation  by  the 
President? 

Mr.  Deutsch:  Yes. 

Mr.  McKinnon:  In  my  answer  to  Senator  Crerar’s  question  I  used  the 
United  States  as  a  general  illustration,  but  what  I  said  about  the  United  States 
might  be  said  about  most  o>f  the  other  countries  to  which  we  have  referred. 
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Hon.  Mr.  Sinclair:  Mr.  McKinnon,  you  got  some  concession  on  potatoes? 

Mr.  McKinnon:  Yes,  'senator. 

Hon.  Mr.  Sinclair:  Would1  you  describe  them  to  the  committee? 

Mr.  McKinnon:  Very  briefly,  senator,  I  may  say  that  we  got  no  change  at 
all  in  the  quota  for  table  potatoes!. 

Hon.  Mr.  Sinclair:  No  change  in  the  duty? 

Mr.  McKinnon:  No,  sir. 

Hoin.  Mr.  Sinclair:  But  was  there  not  a  change  in  the  quota? 

Mr.  McKinnon:  Not  on  table  potatoes.  And  quite  frankly,  sir,  we  did  not 
press  too  far  on  the  table  stock,  because  we  felt  that  we  should  put  the  weight 
of  our  fire  on  seed  potatoes  instead,  so  as  to  try  to  get  a  substantial  betterment 
in  the  treatment  of  seed  stock,  of  which  we  are  becoming  now  so  imporant  a 
source  of  supply.  As  you  know,  we  did  get  the  quota  on  seed  potatoes  increased 
from  one  and  a  half  million  to  two  and  a  half  million  bushels. 

Hon.  Mr.  Sinclair:  Did  you  get.  a  further  concession  on  seasonal  duties? 

Mr.  McKinnon:  On  seed  potatoes  or  on  table  potatoes? 

Hon.  Mr.  Sinclair:  On  both. 

Mr.  McKinnon:  No,  sir,  there  is  no  change  in  the  duty  of  37  J  cents  on  seed 
potatoes,  but  the  quota  is  enlarged  from  one  and  a  half  million  to  two  and  a  half 
million  bushels.  There  is  a  small  change  in  the  duty  on  table  stock.  The  60  cents 
seasonal  rate  wTas  dropped,  and  the  rate  of  37^  cents  within  the  quota  of  one 
million  bushels  is  now  applicable  throughout  the  year.  Beyond  the  quota  the 
rate  remains  at  75  cents  per  hundred  pounds. 

Hon.  Mr.  Sinclair:  Newspaper  reports  some  weeks  ago  were  that  the 
seasonal  duty  of  60  cents  per  100  pounds  from  the  1st  of  December  to  the  last 
of  February  was  cancelled.  Is  that  right? 

Mr.  McKinnon:  That  is  right. 

Mr.  Kemp:  Yes,  the  60  cents  duty  disappears. 

Hon.  Mr.  Sinclair:  Would  that  be  done  by  executive  order? 

Mr.  McKinnon:  Yes, 

Hon.  Mr.  Sinclair:  They  cancelled  the  whole  duty. 

Mr.  McKinnon:  I  think  we  had  bettor  let  that  wait  until  we  come  to  the 
details  on  the  potatoes  item. 

Senator  Crerar  asked  about  furs.  We  already  had  exceptionally  good  treat¬ 
ment  on  most  furs,  and  it  was  largely  a  case  of  binding  the  existing  free  entry 
or  low  rates,  which  we  were  able  to  do.  What  I  have  said  about  the  United 
States  applies  in  general  to  all  the  countries,  particularly  in  Europe.  In  Europe 
we  got  concessions  on  such  agricultural  products  as  wheat,  grain  seeds,  apples 
apple  juice,  dried  apples,  and  canned  apples,  and  on  several  of  the  base  metals, 
not  only  in  the  primary  form  but  on  the  rolling  mill  products  which  we  are 
becoming  more  and  more  equipped  to  make,  and  on  quite  a  number  of 
manufactured  goods. 

There  is  one  particularly  interesting  feature  about  negotiations  with  several 
of  the  European  countries,  and  this  relates  to  Mr.  Deutsch’s  explanation  of 
yesterday  regarding  state  trading,  Mr.  Chairman.  As  he  said  yesterday,  in  the 
past  Canadian  exporters  of  wheat  to  most  of  the  European  countries  were  faced 
with  a  formidable  if  not  insurmountable  barrier,  particularly  during  the  last  ten, 
twelve  or  fifteen  years.  In  many  countries  this  was  comprised  of  not  only  a 
customs  tariff,  which  is  a  known  factor,  but  a  trading  margin  by  the  state 
monopoly  on  top  of  the  customs  tariff,  and  the  trading  margin  was  a  completely 
unknown  factor.  We  might  illustrate  it  by  the  case  of  France,  where  the 
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customs  duty  was  50  per  cent.  That  was  on  the  books,  a  matter  of  record, 
and  a  Canadian  shipping  wheat  to  France  knew  that  the  duty  was  50  per  cept. 
But  on  top  of  that  was  the  trading  margin  exacted  by  the  state  monopoly.  The 
monopoly  might  buy  Canadian  wheat  at,  let  us  say  for  purposes  of  illustration, 
$1  a  bushel,  and  decide  to  sell  it  to  its  own  millers  at  $2.50  a  bushel,  thereby 
artifically  enhancing  the  price  of  domestically  grown  wheat  in  that  country. 
Now,  there  was  no  control  over  the  monopoly  in  any  shape  or  form,  because 
at  that  time  there  was  no  draft  charter,  and  no  item  in  any  agreement  dealt 
with  it.  Therefore  wTe  could  not  do  much  by  way  of  complaining.  We  did  know 
that  instead  of  our  wheat  having  to  mount  a  customs  tariff  wall  of  50  per 
cent,  it  was  actually  faced  with  a  barrier  of  150  per  cent  or  more. 

Mr.  Kemp:  It  ranged  from  90  per  cent  to  180  per  cent. 

Mr.  McKinnon:  That  was  by  reason  of  the  combination  of  the  duty  and 
the  trading  charge  or  profit  of  the  monopoly.  We  felt  at  Geneva  that  we  should 
attempt  to  attack  the  state  trading  technique  in  so  far  as  it  affected  our  exports. 
We  had  to  make  clear  to  the  countries  concerned  that  the  Canadian  delegation 
was  not  suggesting  for  one  minute  that  they  should  change  their  method  of  doing 
business.  We  said:  “ We  are  not  attempting  to  interfere.  We  are  not  suggesting 
that,  if  you  want  to  grow  the  maximum  possible  amount  of  wheat  for  security 
or  other  reasons,  you  should  not  do  so.  All  we  are  asking  is  that  you  let  it  be 
clearly  know  just  exactly  what  the  impediment  to  the  importation  of  wheat  is.” 
With  France,  Belgium,  the  Netherlands  and  Norway  we  were  successful  in  get¬ 
ting  not  only  a  reduction  in  the  customs  tariff,  if  any,  but  also  a  most  substantial 
reduction  in  the  monopoly  charge  to  be  levied  by  the  state  monopoly.  These 
things  are  now  agreed  to  and  bound  by  our  schedules,  so  in  future  we  shall 
know  exactly  the  total  amount  that  intervenes  between  the  landed  cost  of 
imported  wheat  and  the  selling  cost  of  that  wheat  to  millers  in  the  country 
concerned. 

Hon.  Mr.  Haig:  How  much  is  that. 

Mr.  McKinnon:  It  varies  with  the  different  countries,  sir.  Mr.  Kemp 
can  show  what  it  is  when  we  get  to  the  schedules,  in  respect  of  France,  Norway, 
Belgium  and  the  Netherlands.  You  see,  sir,  in  one  country  it  may  be  so  many 
florins;  in  another  country,  it  is  a  percentage  rate  and  so  on. 

Hon.  Mr.  Turgeon:  Do  the  import  countries  maintain  the  right  to  increase 
that  margin  charge  so  long  as  they  notify  the  export  country. 

Mr.  McKinnon:  No,  they  cannot  increase  it  at  all.  I  could  illustrate,  for 
instance,  in  the  case  of  France — subject  to  correction  by  Mr.  Kemp — that  the 
combination  of  customs  duty  and  monopoly  exaction  annually  ranged  from  90 
per  cent  to  180  per  cent.  Nowt  we  have  the  duty  bound  at  30  per  cent  and  the 
monopoly  charge  at  15  per  cent,  or  a  total  of  45  per  cent,  as  against  anything  from 
90  to  180  per  cent.  Of  course  the  burden  of  45  per  cent  depends  upon  the  price 
of  wheat,  but  it  is  better  to  know  that  even  with  dollar  wheat,  the  duty  is  45 
cents  than  to  export  it  with  the  possibility  that  on  arrival  in  France  it  might  pay 
180  per  cent. 

Hon.  Mr.  Michaud:  What  portion  of  our  wheat  went  to  the  particular 
countries  mentioned  before  the  1932  agreement? 

Hon.  Mr.  Haig:  Before  the  1946  agreement. 

Mr.  McKinnon  :  Mr.  Kemp  will  have  to  take  you  back  over  a  considerable 
number  of  years  with  respect  to  our  trade  in  wheat  with  the  continent. 

Hon.  Mr.  Moraud:  I  do  not  mean  with  the  continent,  but  with  France  and 
the  other  countries  mentioned. 

Mr.  McKinnon:  Czechoslovakia,  Belgium,  the  Netherlands. 

Hon.  Mr.  Moraud:  Czechoslovakia  is  out. 
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Mr.  McKinnon:  It  was  not  only  wheat,  sir;  flour  followed  wheat  and  in 
respect  of  flour  we  had  a  very  substantial  trade.  As  the  result  of  this  agreement, 
having  got  the  wheat  duty  down,  the  duty  charged  on  flour  has  been  reduced  in 
the  same  proportion,  to  retain  the  relativity  between  the  raw  material  and  the 
flour.  In  most  cases  the  compensatory  duty  on  flour  is  now  down  to  an  almost 
insubstantial  tax. 

The  Chairman:  Is  the  rate  on  flour  50  per  cent,  the  same  as  on  wheat? 

Mr.  McKinnon:  It  varies  with  every  country,  Senator  Euler. 

The  Chairman:  I  am  referring  to  France.  Do  not  bother  with  that  detail 
now.  We  can  get  it  later. 

Mr.  McKinnon:  If  the  committee  would  accept  what  I  have  said  as  a 
statement  of  what  we  got  in  general  terms  they  may  now  wish  to  question  Mr. 
Kemp  as  to  the  details  on  the  various  commodities. 

The  Chairman:  Is  the  committee  ready  to  hear  Mr.  Kemp? 

Hon.  Mr.  Crerar:  I  should  like  to  know  what  we  gave  in  return  for  all  that 
we  have  received. 

Mr.  McKinnon  :  Perhaps  having  summarized  it  the  one  way,  Mr.  Chairman, 
it  is  quite  in  order  to  summarize  it  the  other  way. 

Hon.  Mr.  Paterson  :  Mr.  McKinnon,  before  leaving  the  wheat  question,  may 
I  ask  you  if  we  can  ship  our  oats,  wheat  and  barley  to  the  United  States  as  soon 
as  this  agreement  goes  into  effect? 

Mr.  McKinnon  :  As  far  as  the  United  States  goes,  the  duties  are  down  to 
21  cents  on  wheat,  four  cents  on  oats,  seven  and  a  half  cents  on  barley  and  six 
cents  on  rye.  That  is  the  only  barrier  as  far  as  the  United  States  is  concerned. 

Hon.  Mr.  Haig:  I  would  like  to  ask  the  senator  from  Thunder  Bay  to  go  to 
the  government  and  get  them  to  cut  off  the  prohibition,  and  let  our  grain  go 
to  the  United  States. 

Hon.  Mr.  Paterson  :  I  should  like  to  find  out  if  this  agreement  cancels  the 
Canadian  government  regulations. 

Hon.  Mr.  Haig:  No,  they  do  not.  You  do  not  need  to  ask  Mr.  McKinnon 
that  question' — ask  me. 

Mr.  McKinnon:  Mr.  Senator,  my  reply  was  that  in  so  far  as  the  United 
States  regulations  are  concerned,  those  are  the  duties  after  the  1st  of  January. 

Hon.  Mr.  Haig:  Being  a  small-town  lawyer,  Mr.  McKinnon,  I  know  the 
regulations  ;  we  cannot  send  our  stuff  over  there  because  our  government  won’t 
let  us. 

Hon.  Mr.  Crerar:  That  is  a  different  question  from  the  one  Mr.  McKinnon 
was  explaining. 

The  Chairman:  We  are  now  getting  into  a  matter  of  policy. 

Hon.  Mr.  Haig:  Senator  Paterson  asked  a  question,  and  we  wanted  to  help 
a  young  man  who  is  trying  to  make  a  living  and  get  along  in  the  world. 

Hon.  Mr.  McDonald  ( King’s ) :  Could  Mr.  McKinnon  tell  us  something 
about  the  apple  preferences? 

Mr.  McKinnon:  I  would  prefer  to  leave  apples,  qua  apples,  to  Mr.  Kemp, 
but  to  answer  Senator  Crerar’s  question  and  yours  in  a  general  way:  We  paid  for 
these  concessions  we  got  from  fourteen  or  fifteen  countries  in  two  ways — either 
by  impairment  of  the  margin  of  preference  that  we  enjoved  in  some  other  com¬ 
monwealth  country  or  by  reduction  in  our  own  tariff.  Speaking  generally  with 
respect  to  the  elimination  of  the  margins  of  preference  that  we  enjoyed  in  other 
commonwealth  countries,  they  were  extremely  few  in  numbers,  the  most  import¬ 
ant  elimination  being,  as  Senator  McDonald  has  stated,  that  of  the  apple  prefer¬ 
ence  in  the  United  Kingdom. 
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Hon.  Mr.  Haig:  Has  that  preference  gone? 

Mr.  McKinnon:  The  apple  preference  in  the  United  Kingdom  has  gone. 

Hon.  Mr.  Davies:  What  did  it  amount  to? 

Mr.  McKinnon:  The  delegation  was  guided  by  certain  considerations, 
such  as  this:  That  at  the  present  time  and  probably  for  some  time  in  the  fore¬ 
seeable  future,  the  United  Kingdom  might  not  have  the  dollars  to  buy  apples, 
even  Canadian  apples;  secondly,  that  during  the  past  decade  or  two  the  United 
Kingdom  has  become  a  tremendous  producer  of  apples.  I  would  not  say  posi¬ 
tively  to  what  extent,  but  I  should  not  be  surprised  if  to-day  the  United  King¬ 
dom  was  a  greater  producer  of  apples  than  Canada.  Certainly  there  are  in 
that  country  orchards  that  exceed  by  far  the  acreage  of  anything  I  have  seen 
in  Canada. 

The  Chairman:  Are  they  able  to  produce  enough  for  their  own  use? 

Mr.  McKinnon:  I  believe  that  they  could  produce  this  year  all  their 
requirements;  they  would  not  need  to  import  a  single  apple.  Apart  altogether 
from  considerations  of  exchange  and  trade  agreements,  they  would  not  need  to 
import  an  apple  for  their  own  use  this  year.  The  extent  to  which  the  orchards 
in  Devon,  Cornwall,  Somerset  and  Norfolk  have  been  developed  is  simply  amaz¬ 
ing.  We  had  to  keep  in  mind  the  consideration  that  we  were  dealing,  as  Mr. 
Deutsch  intimated  yesterday,  with  the  livelihood  of  our  people.  The  fact  was 
that  the  United  Kingdom  market  was  becoming  not  only  less  attractive  in  that 
sense,  but  probably  less  real  as  regards  the  benefit  of  the  preference;  that  is, 
in  view  particularly  of  the  fact,  in  the  short  term,  that  she  had  no  money  with 
which  to  buy  apples;  and,  in  the  long  term,  that  it  seems  to  be  her  policy  to 
become  self-sufficient  in  apples. 

We  had  therefore  to  face,  Senator  McDonald,  the  question  whether  or  not 
the  preference  was,  in  the  light  of  all  the  concessions  we  were  getting,  worth 
retaining  at  any  cost.  We  came  to  the  conclusion,  in  the  light  of  all  the  develop¬ 
ments,  that  the  best  we  could  do  was  to  attempt  to  get  new  markets  for  apples 
and  to  get  as  many  concessions  in  other  countries  as  we  could. 

Hon.  Mr.  McDonald  ( King's ) :  Just  on  that  point,  Mr.  McKinnon,  was 
there  any  pressure  by  the  United  States  or  any  other  nation  as  to  the  elimination 
of  this  particular  preference? 

Mr.  McKinnon:  No  more  pressure  than  was  brought  to  bear  by  the 
United  States  in  respect  to  many  preferences.  When  we  began  negotiations 
the  United  States  sought  the  elimination  of  all  preferences.  As  that  became 
obviously  impossible,  they  demanded  a  substantial  elimination  of  preferences, 
and  then  finally  came  to  a  demand  for  reduction  of  preferences.  Naturally, 
in  the  trading  they  put  emphasis  on  particular  preferences  and  this  was  one  of 
eight  or  ten  which  received  special  consideration.  The  negotiators  having 
decided  that  this  was  one  preference  we  might  have  to  let  go — and  of  course 
these  terms  are  still  subject  to  consideration  by  parliament,  and  our  judgment 
may  not  be  confirmed — we  attempted  to  get  as  many  concessions  for  apples 
as  we  could. 

Hon.  Mr.  Haig:  In  other  countries? 

Mr.  McKinnon:  Yes,  in  other  countries.  We  got  the  duty  reduced  in  the 
United  States  from  15  cents  to  12^  cents.  That  does  not  sound  very  substantial. 
I  could  make  it  more  pretentious  by  giving  it  in  percentage. 

The  Chairman:  That  is  per  one  hundred  pounds? 

Mr.  McKinnon:  Per  bushel  of  50  pounds.  Since  this  reduction,  our  tariff 
is  three  times  the  United  States  duty.  It  does  not  seem  that  124  cents  on  fresh 
apples  is  a  very  substantial  barrier  with  respect  to  exports  from  Canada  to  that 
market.  In  addition,  we  secured  a  reduction  in  the  duty  on  fresh  apples  in 
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France,  where  we  also  got  a  reduction  in  the  duty  on  canned  apples,  dried  apples 
and  apple  juice.  We  also  secured  a  reduction  in  the  duty  on  fresh  and  dried 
apples  in  Belgium  and  the  Netherlands,  and  on  fresh  apples  in  Norway.  That 
applies,  according  to  my  memory,  also  to  Czechoslovakia. 

Hon.  Mr.  McDonald  ( King’s ) :  The  United  States  gave  only  a  reduction  of 
15  to  12^  cents. 

Mr.  McKinnon:  In  respect  to  fresh  apples,  but  keeping  in  mind  the 
importance  of  apples  to  the  maritime  provinces,  we  naturally  placed  great 
emphasis  on  reductions  with  respect  to  other  maritime  province  commodities, 
such  as  seed  potatoes  and  turnips.  We  did  this  knowing  that  a  reduction  in  the 
apple  preference  might  be  regarded  as  having  a  serious  effect  in  the  maritimes. 

Hon.  Mr.  Bishop:  Were  the  British  authorities  quite  ready  to  modify  the 
preference  in  respect  to  apples? 

Mr.  McKinnon:  The  British  authorities  manifested  no  particular  diffi¬ 
dence  about  seeing  that  preference  go.  I  think  that  is  obvious  from  the  fact 
that  the  United  Kingdom  has  become  self-sufficient  with  respect  to  apples. 

Hon.  Mr.  Bishop:  What  was  their  attitude  about  preferences  in  general? 

Mr.  McKinnon:  Their  attitude  about  preferences  in  general  was  that 
under  the  circumstances  in  which  we  were  meeting  at  Geneva,  preferences  were 
generally  negotiable;  and  they  felt,  as  did  we,  that  if  they  could  get  paid  enough 
for  reducing  or  eliminating  preferences,  they  were  quite  prepared  to  negotiate 
them.  In  the  end,  they  were  willing  to  reduce  or  eliminate  as  Canada  did. 

Hon.  Mr.  Davies:  What  duty  is  paid  on  apples  going  into  the  United 
Kingdom? 

Mr.  McKinnon:  They  are  duty-free.  Our  position  has  not  changed,  Mr. 
Senator;  it  is  just  that  the  preference  we  had  over  other  countries  is  removed. 
I  should  probably  bring  out  the  point  that  for  many  years  our  goods  have 
gone  into  the  United  Kingdom  free,  with  very  few  exceptions.  That  is  still 
the  case;  duties  have  not  been  imposed  on  Canadian  products. 

The  Chairman:  Did  they  have  any  serious  objection  to  reduction  of 
preferences  which  they  had  in  our  own  country? 

Mr.  McKinnon:  Well,  naturally,  Senator  Euler.  And  believe  me,  sir, 
they  were  consulted  on  every  single  one.  There  was  not  a  preference  given  up 
by,  shall  we  say,  Britain,  that  we  have  enjoyed,  without  consultation  with  us; 
there  was  not  a  single  preference  in  the  Canadian  tariff  reduced  or  eliminated 
without  consultation  with  either  the  United  Kingdom,  South  Africa,  Australia, 
or  whatever  country  enjoyed  the  preference.  Naturally,  just  as  we  for  some 
time  sought  for  the  retention  of  as  much  as  we  could  of  the  apple  preference  in 
their  market,  they  argued  as  long  and  as  vigorously  as  they  could  against  any 
impairment  of  their  margins  here.  But  in  the  end,  the  entire  result  appeared 
to  all  parties  to  be  sufficiently  good  on  the  whole  that  the  present  agreements 
were  accepted. 

Hon.  Mr.  McDonald  (King’s) :  The  only  thing  that  might  be  said  in 
defence  of  the  apple  grower  here  is  this,  that  the  apple  grower,  especially  in 
the  Annapolis  Valley,  is  chiefly  an  apple  grower;  that  is,  he  is  not  engaged  in 
enough  other  branches  of  farming  to  enjoy  the  benefits  which  you  got  on 
some  other  agricultural  products  going  into  the  States. 

Mr.  McKinnon:  That  is  true,  senator,  in  the  sense  that  he  had  all  his  eggs 
in  one  basket;  but  for  reasons  beyond  the  control  of  every  one  of  us  that  par¬ 
ticular  customer  found  himself  unable  to  buy  apples,  and  also  had  equipped 
himself  to  the  point  where  he  could  supply  his  own  apples.  We  do  think  that 
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the  new  United  States  duty  on  apples  is  not  a  barrier  that  any  Canadian  exporter 
could  regard  as  in  any  way  formidable.  In  fact,  as  I  said,  it  is  only  one-third 
of  our  own  duty. 

Hon.  Mr.  Crerar:  What  is  the  duty  against  foreign  apples  coming  into 
Canada?  Is  it  as  low  as  the  American  duty  against  our  apples  going  in  there? 

Hon.  Mr.  Haig:  It  is  about  three  times  as  high. 

Hon.  Mr.  Crerar:  Three  times  as  high? 

Mr.  McKinnon:  Yes.  Answering  your  question  precisely,  although  that  is 
getting  into  details,  foreign  apples,  if  any,  coming  into  Canada,  which  would 
be  mostly  United  States  apples,  will  be  free  for  a  period  of  about  six  or  eight 
weeks  just  prior  to  the  coming  into  the  market  of  our  own  product;  thereafter, 
three-quarters  of  a  cent  a  pound. 

Hon.  Mr.  Howard:  Three-quarters  of  a  cent  a  pound? 

Mr.  McKinnon:  Yes.  It  is  still  three  times  the  height  of  the  American 
duty  on  apples  since  we  got  the  latter  reduced. 

Hon.  Mr.  Lambert:  While  we  are  on  the  subject  of  apples,  may  I  mention 
processing.  There  is  some  new  provision  for  processing  enabling  our  apple 
growers  to  process  apples  and  sell  them  to  better  advantage. 

Mr.  McKinnon:  Well,  as  I  mentioned,  we  got  a  reduction  on  more  than 
fresh  apples  .  We  got  it  on  dried  apples,  on  canned  apples;  and  if  you  have  in 
mind — 

Hon.  Mr.  Lambert:  I  was  thinking  of  the  Annapolis  Valley  apples.  They 
are  accustomed  to  shipping  them  in  bulk.  Now  they  have  the  chance  of 
processing  them. 

Mr.  McKinnon:  I  think  that  before  you  came  in,  Senator  Lambert,  I 
mentioned  that  the  duty  on  fresh  apples  was  reduced  from  15  cents  to  12^  cents, 
on  dried  apples  from  2  cents  to  1  cent,  and  on  apples  in  all  other  forms,  from 
2^  to  1J  cents. 

Hon.  A.  L.  Beaubien:  That  is  in  the  United  States  market. 

Mr.  McKinnon:  That  is  in  the  United  States  market.  There  is  a  50  per 
cent  reduction  on  processed  apples. 

Hon.  Mr.  -  Campbell  :  I  wonder  if  Mr.  McKinnon  could  deal  with  manu¬ 
factured  goods.  He  said  there  was  a  maximum  reduction  on  natural  products 
to  the  United  States.  I  should  dike  to  hear  something  about  manufactured 
products. 

Mr.  McKinnon:  It  just  depends  how  far  back  we  go,  Senator  Campbell, 
before  we  determine  that  a  thing  is  manufactured.  If  you  include  chemicals — 
I  do  not  know  whether  you  do — as  manufactured  goods — 

Hon.  Mr.  Campbell:  Yes,  I  do. 

Mr.  McKinnon:  We  did  get  substantial  reductions  in  United  States  duties 
on  a  lot  of  the  heavier  chemicals,  such  as  acetic  acid.  In  fact  we  got  substantial 
reductions  on  fifteen  or  twenty  chemical  products  going  into  the  United  States. 
As  regards  base  metals,  I  might  illustrate  by  referring  to  aluminum  ingots, 
blocks  and  bars,  on  which  the  duty  was  reduced  from  3  to  2  cents1;  and  from  6 
to  3  cents  on  the  rolling  mill  forms,  which  are,  of  course,  quite  highly  manu¬ 
factured  products.  The  same  thing  applies  in  respect  of  nickel  and  zinc.  In 
wood  products,  which  Canada  ought  to  be  peculiarly  able  to  make  in  large 
volume  at  fair  prices,  there  is  a  list  of  some  ten  or  fifteen  manufactured 
products  of  wood. 

The  Chairman:  And  newsprint  is  free? 
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Mr.  McKinnon:  Newsprint  is  bound  free,  of  course.  There  are  a  consider¬ 
able  number  of  reductions  on  paper,  a  quite  considerable  list  of  reductions  on 
wood  products,  two  or  three  very  substantial  reductions  on  metal  products. 
Manufactures  of  metal,  not  otherwise  provided  for,  constitute  of  course,  a  basket 
item  that  might  include  a  thousand  types  of  metal  products.  Also  synthetic 
rubber.  Can  you  think  of  any  others  particularly,  Mr.  Kemp? 

Mr.  Kemp:  Electrical  items. 

Mr.  McKinnon:  Electrical  goods;  any  commodity  containing  an  electric 
element,  pretty  close  to  a  50  per  cent  reduction.  On  electric  stoves,  etcetera,  a 
reduction  from  17J  to  10  per  cent.  These  descriptions  sound  somewhat  general 
but  we  have  heard  since  we  came  back  from  Geneva  of  one  concern  alone  in  a 
town  in  Quebec  that  has  obtained  an  order  for  nearly  a  million  and  a  half 
dollars’  worth  of  a  certain  type  of  stove.  I  am  trying  to  be  general  so  that  I 
do  not  mention  any  firm  by  name.  These  stoves  were  for  sale  in  the  Middle 
West.  They  happen  to  be  a  product  in  which  a  year  or  two  ago  we  had  no 
trade  whatever  with  the  United  States. 

Hon.  A.  L.  Beaubien:  Would  that  be  an  electric  stove? 

Mr.  McKinnon:  No,  this  particular  one  is  not,  although  I  can  give  you 
later  a  similar  illustration  in  the  electric  field.  I  was  speaking  of  a  product 
made  in  Canada  on  which  a  couple  of  years,  ago  there  was  no  trade  with  the 
United  States,  but  on  which  now,  as  Mr.  Kemp  says,  the  producers  have  in 
prospect,  and  indeed  under  firm  order.  I  believe,  between  a  million  and  a  million 
and  a  half  dollars’  worth,  and  on  which  it  just  happens  that  under  this  agree¬ 
ment  the  duty  has  been  reduced.  I  can  think  of  another  Senator  Beaubien,  an 
electric  product,  in  which  a  year  or  so  ago  the  producers  made  an  experimental 
shipment  of  six  or  eight;  the  next  order  was  for  fifteen  hundred.  The  product 
is  appreciated  there;  has  gained  consumer  acceptance;  it  is  something  we  never 
though  of  exporting  to  the  United  States,  nor  would  one  think  of  it  in  the 
ordinary  way,  because  over  there  they  are  such  great  producers  of.  electrical 
goods.  But  this  product  has  gained  consumer  acceptance;  and,  again,  it  just 
happens  that  that  item,  although  we  know  nothing  about  the  product,  has  had 
a  very  substantial  reduction  in  duty  under  this  agreement.  I  mention  those  two 
to  show  the  potentialities  of  some  of  these  reductions,  even  though,  when  we 
negotiated  the  relevant  items,  we  could  not  always  pick  out  any  particular 
commodity  and  say,  “This  is  the  one  we  are  after”.  Instead  of  that  we  had  to 
say,  “We  are  after  this  whole  tariff  item  because  it  covers  a  lot  of  things.” 

Hon.  A.  L.  Beaubien:  And  our  lower  cost  of  production — 

Mr.  McKinnon:  — should  give  us  an  advantage. 

Hon.  Mr.  Campbell:  When  you  speak  of  wood  products,  does  that  include 
sporting  goods  such  as  tennis  rackets? 

Mr.  McKinnon:  Mr.  Kemp  can  give  you  that  in  detail.  There  is  quite  a 
group  of  reductions,  covering  skiing,  hockey,  tennis  and  similar  equipment. 

Hon.  Mr.  Kinley:  Have  they  touched  yachts  again? 

Mr.  McKinnon:  Yes,  there  is  another  50  per  cent  reduction,  if  I  remember 
correctly. 

Mr.  Kemp:  They  divide  them  into  two  categories. 

Hon.  Mr.  Bishop:  I  think  there  is  some  confusion  as  to  when  these  conces¬ 
sions  will  come  into  effect,  and  what  is  the  condition  precedent.  Do  they  all 
hinge  upon  the  Havana  conference? 

Mr.  McKinnon:  Not  at  all,  Senator  Bishop,  not  the  tariff  changes.  Let 
me  put  it  this  way:  as  Mr.  Deutsch  said  yesterday,  twenty-three  nations  signed 
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at  Geneva  the  agreement  on  tariffs  and  trade;  eight  undertook  to  bring  it  into 
effect  immediately,  that  is  the  1st  of  January;  others  will  come  along  from  time 
to  time. 

Hon.  Mr.  Bishop:  Is  the  United  States  in  that  eight? 

Mr.  McKinnon:  The  United  States  is  in  that  eight;  so  is  the  United 
Kingdom;  so  is  Canada;  so  is  France;  so  are  Belgium,  and  Holland.  Therefore 
all  these  concessions  on  the  several  thousand  items  with  these  countries,  in  so 
far  as  the  United  States  are  concerned,  become  immediately  and  fully  effective 
on  the  1st  of  January. 

Hon.  Mr.  Bishop:  And  of  -course  any  concessions  we  make  reciprocally? 

Mr.  McKinnon:  To  them?  Yes,  because  the  intention  of  the  government 
is  to  bring  the  tariff  changes  into  effect  by  order  in  council.  Of  course,  the 
agreement  has  to  be  ratified  by  Parliament.  But  it  can  operate  by  order  in 
council  from  the  first  day  of  January. 

The  Chairman:  How  about  the  countries  other  than  the  eight?  When  will 
they  probably  come  in? 

Mr.  McKinnon:  The  difficulty  in  some  cases  was  purely  a  matter  of  their 
constitutional  practice  and  procedure:  that  they  do  not  have  the  power  to  do  it 
by  executive  action  and  have  to  await  the  assembling  of  their  parliaments. 
Others  are  probably  watching  the  situation  at  Havana  very  closely,  and  if  what 
emerges  there  is  not  entirely  to  their  liking  they  might  be  slower  in  bringing 
it  into  effect. 

The  Chairman:  Still,  they  have  signed  the  agreement, 

Mr.  McKinnon:  Yes,  they  have  signed  the  agreement.  The  January  1st 
situation  is  a  matter  of  provisional  application  in  advance  of  ratification  by 
the  constitutional  authorities. 

Hon.  Mr.  Lambert:  These  eight  represent,  I  suppose,  a  very  large  percentage 
of  our  foreign  trade? 

Mr.  McKinnon:  I  should  think,  70  or  80  per  cent  of  our  foreign  trade. 

Hon.  Mr.  Lambert:  As  it  has  been  in  the  past? 

Mr.  McKinnon:  Yes;  I  would  say  so,  probably  close  to  80  per  cent, 

Hon.  Mr.  Lambert:  These  concessions,  then,  should  increase  it? 

Mr.  McKinnon:  Oh  yes,  undoubtedly  should,  unless  some  unforeseen 
calamitous  condition  develops. 

Hon.  Mr.  Lambert:  Of  course  this  trade  agreement  will  be  subject  as  far 
as  Canada  is  concerned  to  the  reservations  that  were  discussed  yesterday? 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  Davies:  When  is  it  expected  that  the  Havana  conference  will  be 
concluded? 

Mr.  McKinnon:  Well,  having  been  eight  months  at  Geneva,  my  own 
guess  would  be  that  it  will  probably  be  a  minimum  of  three  months.  I  think 
we  read  the  other  day  that  there  have  been  some  eight  hundred  amendments 
moved  to  the  charter  to  date,  and  even  if  they  disposed  of  these  by  a  yea  and 
nay  vote,  it  would  take  quite  a  long  time  to  get  through  with  them.  However, 
as  Mr.  Deutsch  emphasized  yesterday,  the  vital  thing  is  this:  the  abridged 
edition  of  the  charter  called  the  Agreement  -can  stand  on  its  own  feet.  It  contains 
all  the  vital  elements  for  a  trade  agreement;  and  even  though  the  charter 
should  be  vitiated,  or  even  though  there  should  emerge  no  charter  at  all,  the 
original  group  have  got  something  quite  good  enough  to  go  ahead  on  in  the 
General  Agreement.  It  can  stand  on  its  own  feet  and  it  is  not  subject  to  the 
vicissitudes  of  the  discussions  at  Havana  among  some  sixty  nations. 


48 


STANDING  COMMITTEE 


Hon.  Mr.  Campbell:  What  did  you  get  with  respect  to  farm  machinery 
going  to  the  United  States? 

Mr.  McKinnon:  We  are  now  getting  into  detail;  but  farm  machinery  was 
already  admitted  free  to  the  United  States.  There  was  one  slight  fly  in  the 
ointment:  if  I  remember  correctly,  the  United  States  duty  on  cream  separators 
depends  on  the  value  of  the  separator.  Over  a  certain  value  it  had  a  certain  duty, 
under  a  certain  value  it  had  a  different  duty;  and  it  just  happened  that  in  respect 
of  the  single  dutiable  item  our  exporters  found  themselves  sometimes  in  the 
wrong  value  bracket. 

We  were  able  to  get  a  very  substantial  adjustment  on  that  with  the  result 
that  I  think  we  have  the  situation  on  separators  amended  today  to  a  much 
greater  advantage  of  Canadian  exporters. 

The  Chairman:  That  is  reciprocal. 

Mr.  McKinnon:  That  is  right. 

The  Chairman:  Are  there  any  further  questions  to  be  asked  of  Mr. 
McKinnon  before  Mr.  Kemp  takes  over? 

Mr.  Kemp,  (Director  of  Commercial  Relations  Division,  Department  of 
Trade  and  Commerce) :  Mr.  Chairman  and  honourable  senators,  a  good  many 
of  the  general  remarks  that  I  might  have  made  have  been  so  adequately  covered 
by  Mr.  Deutsch  and  Mr.  McKinnon  that  I  shall  try  to  cut  short  what  I  might 
have  said  so  as  to  avoid  repetition.  However,  I  should  like  to  make  a  few 
general  observations. 

Among  the  countries  with  which  we  had  to  deal  the  most  important,  of 
course,  from  the  point  of  view  of  the  volume  of  trade  involved,  was  the  United 
States.  The  United  States  was  also  a  country  which  was  characterized  by  a 
relatively  high  tariff  before  the  beginning  of  these  negotiations,  and  from  both 
of  these  points  of  view,  it  had  a  good  deal  to  offer  to  us  and  was  naturally  in  a 
strong  position  to  ask  for  concessions  in  return.  It  was  therefore  necessary 
to  make  concessions,  not  only  in  regard  to  Canadian  tariff  rates,  but  also  with 
regard  to  preferences  enjoyed  in  various  other  countries.  It  was  quite  obvious 
that  it  was  necessary  for  some  preferences  to  be  completely  eliminated  and 
for  others  to  be  cut  in  order  to  persuade  the  United  States  that  it  was  getting 
enough  out  of  the  agreement,  and  to  make  it  worthwhile  for  the  United  States 
to  make  the  concessions  which  it  in  turn  made.  I  think  we  have  all  felt  that 
the  concessions  made  by  that  country  have  been  very  well  worthwhile  from 
our  point  of  view. 

Mr.  McKinnon  has  pointed  out  certain  restrictions  under  which  the  United 
States  negotiators  were  operating.  In  the  first  place  there  was  a  restriction 
that  they  could  not  reduce  any  duty  by  more  than  fifty  per  cent  of  the  amount 
of  the  duty  in  existence  on  January  1,  1945.  Now,  if  they  have  already  made  a 
reduction  of  fifty  per  cent  in  that  rate  of  duty,  I  do  not  belipve  it  would  be 
possible  for  them  to  come  back  under  existing  legislation  and  make  a  further 
reduction  at  the  present  time.  Their  powers  under  the  existing  law  were 
exhausted  when  they  reduced  the  rate  to  fifty  per  cent  of  that  existing  at  the 
beginning  of  1945. 

The  Chairman  :  Do  you  mean  that  there  would  have  to  be  further  legisla¬ 
tion  in  the  United  States  before  they  could  make  any  further  reductions? 

Mr.  Kemp:  I  understand  that  is  the  case — -that  fifty  per  cent  of  the  January 
1945  duty  was  the  greatest  reduction  possible  under  the  existing  legislation. 

Mr.  McKinnon:  Perhaps  you  should  add  that  according  to  their  statutes 
their  temporary  power  runs  out  in  June  of  this  year.  It  is  not  for  us  to  say 
what  they  may  later  do,  but  the  power  under  which  the  president  has  carried 
on  with,  say,  Canada,  in  three  successive  agreements,  runs  out  in  June  of  this 
year. 
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Mr.  Kemp:  The  second  restriction  to  which  they  were  subject  was  that  they 
were  not  allowed  to  transfer  any  item  from  the  dutiable  list  to  the  free  list.  We 
have  occasionally  been  asked  why  we  did  not  succeed  in  getting  some  duty,  which 
was  already  low,  wiped  out  altogether.  The  answer  is  that  however  willing  the 
negotiators  might  have  been  to  wipe  out  the  duty  altogether,  they  were  not 
allowed  to  transfer  anything  to  the  free  list.  I  think  it  is  possible  that  there  are 
some  low  duties  that  are  hardily  worth  the  cost  of  collection. 

Mr.  McKinnon:  My  memory  is  that  there  is  one  that  is  two  per  cent  ad 
valorem  now  but  they  could  not  put  it  on  the  free  list  because  their  powers  did 
not  provide  for  doing  that. 

Mr.  Kemp  :  In  the  case  of  Christmas  trees  the  duty  at  the  present  time  is  only 
five  per  cent,  and  when  many  of  these  'Christmas  trees  go  into  the  United  States 
they  are  valued  at  only  ten  or  fifteen  cents  apiece.  I  am  quite  sure  that  that  is 
a  duty  which  does  not  pay  the  cost  of  collection.  Nevertheless,  our  American 
friends  were  not  permitted  by  their  existing  legislation  to  wipe  out  that  duty,  even 
though  they  might  have  been  disposed  to  do  so. 

There  is  a  third  limitation  that  has  not  been  mentioned  by  my  colleagues 
that  I  might  call  to  your  attention.  Before  the  Geneva  conference  began,  the 
authorities  of  the  United  States  prepared  what  we  call  a  statutory  list,  of 
which  I  have  a  copy  in  this  gray  book  of  products  on  which  possible  tariff  con¬ 
cessions  might  be  considered  in  reciprocal  trade  negotiations.  Unless  an  item 
was  found  on  this  list,  which  had  been  drawn  up  with  great  care  in  Washington, 
the  negotiators  in  Geneva  were  not  allowed  to  do  anything  about  it.  Quite  pos¬ 
sibly  when  you  come  to  ask  questions  about  individual  items  later  on,  we  may 
have  to  reply  that  this  item  or  that  item  could  not  be  dealt  with  because  it  was 
not  on  the  statutory  list. 

Mr.  McKinnon  has  given  you  one  of  the  principal  reasons  why  items  were 
left  off  the  statutory  list,  and  this  was  the  fact  that  the  United  States  preferred 
to  negotiate  in  each  case  with  the  principal  supplier  of  a  particular  article.  When 
the  principal  supplier  was  a  country  that  was  not  going  to  be  represented  at 
Geneva,  they  very  often  decided  to  leave  that  particular  article  off  the  statutory 
list  so  that  there  was  nothing  that  either  they  or  we  could  do  about  it  until 
the  time  comes  when  they  are  in  a  position  to  negotiate  with  the  principal 
supplier. 

Hon.  Mr.  Turgeon:  Was  that  statutory  list  made  under  congressional 
authority  or  by  executive  authority? 

Mr.  Kemp:  It  is  prepared  by  the  Interdepartmental  Trade  Agreements 
Organization  representing  the  Departments  of  State,  Commerce,  Agriculture, 
Treasury,  War,  Navy  and  the  United  States  Tariff  Commission. 

The  Chairman:  Was  it  ratified  by  legislation? 

Mr.  Kemp  :  It  is  made  under  authority  which  has  been  given  to  this  body  by 
legislation. 

There  is  still  one  other  restriction  that  I  should  like  to  mention  to  you  as 
illustrating  some  of  the  difficulties  of  negotiating.  The  representatives  with 
whom  we  negotiated  did  not  have  the  final  word  when  it  came  to  offering  a 
concession  or  refusing  one.  They  themselves  had  to  go  back  to  the  Tariff 
Agreements  Committee.  We  never  met  the  Tariff  Agreements  Committee 
although  we  met  some  individual  members  of  it.  We  did  not  have  an  opportunity 
to  negotiate  with  the  committee.  On  the  committee  there  were  represented  the 
organizations  of  which  I  have  spoken:  the  Departments  of  State,  Commerce, 
Agriculture,  Treasury,  War,  Navy  and  the  Tariff  Commission.  Occasionally  it 
happened  that  the  people  with  whom  we  negotiated  showed  some  sympathy  with 
a  request  that  we  made  but  they  found  on  applying  to  this  committee  that  one 
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or  other  of  the  departments  that  I  have  mentioned  would  not  feel  willing  to 
make  the  concession  in  question,  and  it  sometimes  happened  we  were  not  able  to 
get  any  further. 

These  were  the  formal  restrictions  under  which  the  United  States  was 
operating  and  it  is  not  necessary  to  add  that  even  though  an  item  was  on  the 
statutory  list  it  did  not  necessarily  follow  that  the  negotiating  team  or  the 
committee  would  be  willing  to  make  a  concession.  There  were  some  instances 
in  which  they  had  to  acknowledge  regretfully  that  they  did  not  feel  that  a 
concession  on  a  particular  item  would  be  acceptable. 

Another  principle  used  in  the  United  States  negotiations  was  the  most¬ 
favoured-nation  principle  with  which  you  are  familiar.  That  is,  whatever  conces¬ 
sion  they  gave  to  any  one  country  they  had  to  give  to  all  the  other  countries 
which  might  become  members  of  the  organization.  Perhaps  I  might  add  that  our 
American  friends  regard  tariff  discrimination  as  a  very  undesirable  thing,  and 
having  protested  against  it  themselves  on  many  occasions  they  were  particularly 
careful  to  avoid  embarking  upon  it  themselves.  Consequently  if  any  particular 
country  had  asked  them  to  give  it  a  concession  in  some  way  which  would  prevent 
the  concession  from  being  applicable  to  a  competitor,  that  was  not  the  sort  of 
request  that  could  have  been  expected  to  be  favourably  entertained.  Generally 
speaking  it  is  only  fair  to  say  that  our  experience  with  the  United  States  negotia¬ 
tors  was  that  they  showed  themselves  very  anxious  to  avoid  anything  that  might 
possibly  be  interpreted  as  being  unfair  to  one  country  as  against  another,  or 
discriminatory  either  for  or  against  another  country. 

Hon.  Mr.  Nicol:  D'o  you  consider  that  the  representatives  of  the  United 
States  had  less  power  to  negotiate  than  the  representatives  of  Canada  at  that 
conference? 

Mr.  Kemp:  Yes,  I  am  sure  that  is  the  case  because  they  had,  to  begin  with, 
these  form  restrictions  that  they  could  not  reduce  the  rate  of  duty  more  than 
fifty  per  cent,  they  could  not  transfer  any  item  from  the  dutiable  list  to  the  free 
list,  and1  the  items  which  they  were  free  to  negotiate  were  limited  to  those  in  this 
published  list, 

Hon.  Mr.  Nicol:  Canada  gave  more  power  to  its  representatives  than  the 
United  States  gave  to  their  representatives? 

Mr.  Kemp  :  Perhaps  one  should  say  that  the  restrictions  upon  the  Canadian 
representatives  were  a  little  bit  different.  They  were  not  quite  so  cut  and  dried ; 
they  were  not  to  be  found  in  a  printed  document.  Nevertheless,  they  were  there 
in  the  consciousness,  which  our  representatives  had,  that  some  day  or  other  they 
would  be  meeting  a  body  like  this  one  and  would  have  to  justify  what  they  had 
done. 

Mr.  McKinnon:  Might  I  add  that  there  is  the  further  difference  that  the 
United  States  negotiating  results  become  effective  without  any  reference  to 
congress  at  all.  In  our  case  they  can  be  brought,  into  effect  provisionally  by  order 
in  council — 

Hon.  Mr.  Nicol:  How  long  can  they  remain  in  effect  by  order  in  council? 

Mr.  McKinnon:  There  is  no  period  of  time  named  at  all  in  the  statutory 
authority  under  which  they  are  brought  into  effect  by  order  in  council. 

Hon.  Mr.  Turgeon:  If  parliament  decided  not  to  sustain  it,  it  could  not  go 
beyond  the  session. 

Hon.  Mr.  Nicol:  If  no  act  had1  been  presented  it  could  go  on  forever  under 
order  in  council. 

Mr.  MicKinnon:  That  is  a  possible  situation,  sir,  but  the  results  of  our 
negotiations  with  the  United  States,  in  1935,  were  brought  into  effect  by  order 
in  council  and  later  submitted  to  parliament.  In  1938  they  were  brought  into 
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effect  by  order  in  council  and  later  submitted  to  parliament.  The  intention,  so 
far  as  I  know,  is  to  bring  this  into  effect  on,  January  1  and  then  as  the  whole 
agreement  presumably  would  be  submitted  to  parliament  along  with  all  the 
schedules  of  tariff  changes. 

Hon.  Mr.  McKeen:  In  each  case  it  has  been  the  succeeding  parliament  that 
has  dealt  with  it  if  any  change  was  made. 

Mr.  M'cKinnon:  That  is  right,  the  succeeding  session. 

Hon.  Mr.  King:  Under  the  Customs  tariff  a  change  in  the  tariff  may  be  made 
by  order  in  council? 

Mr.  McKinnon:  Yes,  sir. 

Hon.  Mr.  King:  And  that  has  been  so  for  years? 

Mr.  McKinnon:  Yes,  sir. 

Hon.  Mr.  Ballantyne:  I  think  we  can  say  that  the  change  would  remain 
in  effect  so  long  as  it  was  not  disapproved  by  parliament. 

Hon.  Mr.  King:  That  would  of  course  be  so. 

The  'Chairman:  .Supposing  parliament  did-  not  deal  with  it  at  all,  would  it 
still  remain  in  effect? 

Mr.  McKinnon:  There  is  nothing  in  the  statutory  legislation  as  to  the 
length  of  time  a  tariff  change  made  by  order  in  council  may  remain  in  effect, 

Hon.  A.  L.  Beaubien:  If  parliament  rejects  an  order  in  council  it  becomes 
null  and  void,  does  it  not?  That  would  seem  to  be  common  sense. 

The  Chairman:  Legal  sense  and  common  sense  are  different  things. 

Hon.  Mr.  Crerar:  I  understand,  Mr.  Chairman,  that  for  many  years  it  has 
been  the  law  that  any  Canadian  government  can  reduce  duties  by  order  in 
council,  but  cannot  increase  them. 

Mr.  McKinnon:  Yes. 

Hon.  Mr.  Crerar:  Any  increase  that  is  made  must  be  approved  by  parlia¬ 
ment.  If  any  change  made  by  the  government  is  challenged  in  parliament,  the 
government  has  to  stand  of  fall  by  what  parliament  decides. 

Mr.  McKinnon:  I  think  that  is  quite  right,  Senator  Crerar,  that  in  the  past 
these  things  have  been  done  provisionally  by  orders  in  council,  which  in  due 
course  have  been  submitted  to  parliament  for  approval. 

The  Chairman:  But  there  is  no  need  to  ask  parliament  to  approve  of  a 
reduction  in  the  tariff,  because  the  government  has  power  to  make  a  reduction 
by  order  in  council. 

Hon.  Mr.  Ballantyne:  In  the  past,  tariff  changes  have  been  dealt  with  in 
the  budget. 

Mr.  McKinnon:  In  the  past,  sir,  when  there  was  any  agreement  such  as  we 
are  considering  now  there  was  a  separate  resolution  in  the  house  and  a  separate 
bill,  apart  altogether  from  the  budget. 

Hon.  Mr.  Lambert:  I  have  a  question  which  I  think  is  very  pertinent,  but 
there  may  be  some  political  implications  to  it,  and  if  so  I  will  not  press  it. 
Without  prejudicing  what  was  done  at  Geneva  would  it  have  been  possible,  say 
at  the  beginning  of  1946,  to  have  negotiated  with  United  States  some  or  all  of 
the  advantages  that  are  included  in  this  agreement?  It  seems  to  me  that  the 
movement  that  was*  made  at  Geneva  towards  facilitating  international  trade  was 
initiated  by  the  United  States  in  December,  1945. 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  Lambert:  That  is,  the  idea  of  a  multilateral  treaty  affecting  the 
trade  of  the  world.  Would  it  have  prejudiced  the  outcome  so  far  as  Canada  is 
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concerned  if  some  of  the  benefits  to  our  exchange  situation  that  are  supposed  to 
emanate  from  this  arrangement  had  been  negotiated  earlier  in  a  bilateral  agree¬ 
ment  with  the  United  States? 

Mr.  McKinnon:  Perhaps  Mr.  Deutsch  can  answer  that. 

Mr.  Deutsch:  In  the  past  it  has  been  the  practice  to  generalize  among  the 
countries  that  we  have  treated  as  most  favoured  nations.  And  so  far  as  the 
United  States  is  concerned,  it  would  have  extended  its  benefits  to  its  own  most 
favoured  nations. 

The  Chairman  :  It  would  have  to  do  that. 

Mr.  Deutsch:  Yes,  so  there  would  have  been  no  possibility  of  making  a 
purely  bilateral  treaty  with  the  United  States.  Whatever  arrangement  was  made 
with  the  United  States  would  automatically  extend  to  the  countries  that  were 
represented  at  Geneva,  anyway.  Furthermore,  I  think  it  would  have  been 
difficult  to  negotiate  a  treaty  prior  to  Geneva,  because  ever  since  1945  and  indeed 
earlier  the  United  States  has  had  this  project  in  mind  and  has  been  working 
actively  on  preparations  for  these  negotiations.  I  do  not  think  the  United  States 
would  have  been  very  receptive  to  a  suggestion  by  Canada  that  we  get  off 
somewhere  by  ourselves  and  make  our  own  arrangement.  That  country  was 
doing  its  best  to  bring  about  a  conference  as  quickly  as  possible,  and  the  earliest 
time  that  could  be  arranged  was  this  summer. 

The  Chairman:  The  United  States  would  probably  have  declined  to 
negotiate  a  bilateral  agreement,  in  view  of  what  it  was  planning  to  do  as  soon 
as  possible. 

Mr.  Deutsch:  I  cannot  make  a  definite  reply,  but  my  guess  is  that  the 
United  States  would  have  discouraged  such  an  approach  from  us. 

Mr.  Kemp:  I  might  perhaps  add  that  since  the  middle  of  1945  our  depart¬ 
ment  has  in  fact  made  representations  to  the  United  States  authorities  with 
regard  to  certain  items  on  which  we  felt  that  there  were  situations  that  might 
be  corrected  or  improved,  and  each  time  we  have  done  that  they  have  replied 
that  they  recognized  that  something  might  be  done  but  they  would  prefer  not 
to  touch  it  until  the  general  negotiations  began.  After  we  had  that  experience 
a  few  times  we  realized  there  was  no  use  in  trying  to  take  up  individual  cases 
in  advance  of  the  general  negotiations. 

The  Chairman:  Did  you  get  pretty  well  what  you  wanted  in  those  cases 
when  the  negotiations  were  begun? 

Mr.  Kemp:  Ini  some  cases  we  did,  sir,  and  in  some  we  did  not. 

The  Chairman:  Does  the  committee  desire  to  go  into  these  schedules  now, 
before  adjournment? 

Hon.  Mr.  Haig:  I  do  not  think  so,  Mr.  Chairman. 

Mr.  Kemp:  Mr.  Chairman,  I  had  some  thought  of  saying  a  few  words  about 
other  countries. 

The  Chairman:  Then  you  may  proceed,  Mr.  Kemp. 

Mr.  Kemp:  I  mentioned  the  United  States  first,  because  it  is  the  country 
with  which  our  export  trade  was  largest,  but  from  some  points  of  view  I  should 
perhaps  have  begun  by  saying  something  about  the  British  Empire.  The  United 
Kingdom  is  of  course  our  traditional  export  market  for  many  important  com¬ 
modities.  Besides,  it  has  suffered  very  greatly  from  the  effects  of  the  war.  We 
had  every  reason,  therefore,  for  desiring  to  improve  our  trade  relations  with  the 
United  Kingdom.  Notwithstanding  that,  there  were  very  great  restrictions 
upon  any  trade  agreement  that  we  might  make  on  this  occasion  with  the  United 
Kingdom.  To  begin  with,  they  themselves  had  accepted  the  principle  that  there 
should  be  no  new  preferences,  no  widening  of  existing  preferences,  and  that  in 
fact  there  should  be  negotiations  for  the  narrowing  of  existing  preferences. 
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They  had  accepted  this  obligation  in  connection  with  the  loan  which  they 
negotiated  with  the  United  States  about  the  end  of  1945.  Therefore  they  were 
not  able  to  give  us  any  new  preferences,  even  if  they  had  wished  to  do  so. 
Actually,  the  great  majority  of  our  products  already  entered  the  United  Kingdom 
duty  free,  so  that  was  a  second  reason  why  there  was  not  very  much  that  they 
could  have  done  for  us.  We  in  turn  became  obligated  not  to  concede  to  them 
any  new  preferences  or  to  widen  any  existing  ones.  These  restrictions  meant 
that  if  the  United  Kingdom  reduced  any  duties  in  our  favour  they  had  to  make 
the  same  reduction  for  all  the  most  favoured  nations;  and  similarly,  if  we 
reduced  any  duties  in  favour  of  the  United  Kingdom  we  had  to  make  an  equal 
reduction  for  all  the  most  favoured  nations. 

These  restrictions  on  our  possible  negotiations  with  the  United  Kingdom 
were  also  applicable  to  Australia,  New  Zealand,  South  Africa,  India  and 
Pakistan.  While  we  were  at  Geneva,  India  was  bisected  and  we  found  that 
instead  of  dealing  only  with  India  we  were  dealing  with  Pakistan  also.  Pakistan 
was  regarded  as  an  inheritor  of  the  Indian  preferential  position,  and  now  enjoys 
preferential  treatment,  as  does  India.  During  our  stay  in  Geneva,  Burma  also 
took  steps  toward  separation,  and  it  is  regarded  as  a  separate  country  for  these 
purposes.  So  are  the  British  West  Indies,  with  which  we  have  a  separate  agree¬ 
ment,  and  Newfoundland. 

In  all  these  cases  we  were  unable  to  give  them  any  preferences  that  we  did 
not  already  give,  and  we  were  unable  to  get  from  them  any  preferences  that 
we  did  not  already  receive. 

I  will  now  pass  on  to  the  other  countries  and  say  a  brief  word  about  each. 
France  is  a  country  with  which  we  were  very  anxious  to  make  a  favourable 
trade  agreement,  an  agreement  favourable  to  both  sides.  It  is  a  country  that 
has  strong  traditional  ties  with  our  own  country,  and  they  have  been  reinforced 
by  the  experience  of  two  wars.  There  is  much  in  common  between  the  culture 
of  the  two  countries.  We  did  our  very  best  to  arrive  at  favourable  results  with 
France,  and  I  think  she  reciprocated.  It  is  a  country  in  which  agriculture  is 
very  important,  both  economically  and  politically;  and  agricultural  protection 
is  deeply  rooted  in  her  history  and  institutions.  Notwithstanding  that,  we  did 
get  some  important  agricultural  concessions  from  France. 

One  feature  of  French  trading  is  that  their  exports  depend  to  a  considerable 
extent  upon  what  we  are  apt  to  consider  luxury  lines,  including  such  things  as 
wines,  spirits,  perfumes,  fine  textiles,  embroidery,  jewellery,  some  of  the  expensive 
kinds  of  cheese,  pate  de  foie  gras,  and  so  on.  These  were  among  the  things 
that  they  were  particularly  anxious  to  sell  to  us. 

France  is  also  a  country  which  goes  in  very  extensively  for  the  system  of 
state  monopolies  which  Mr.  McKinnon  has  discussed,  and  in  our  negotiations  with 
France  it  was  just  as  necessary  to  make  agreements  about  state  monopolies  as 
about  the  tariff  itself.  France  has  also  some  monopolies  which  are  not  state' 
monopolies,  but  are  organizations  of  importers  which  have  been  given  a 
concession  to  be  sole  importers  of  various  articles.  We  had  to  give  some 
consideration  to  the  operations  of  these  organizations. 

Mr.  McKinnon  has  mentioned  the  importance  of  Benelux  in  our  trade 
negotiations.  This  new  customs  union,  which  is  in  the  process  of  being  set  up, 
covers  a  population  of  some  17  million;  they  are  energetic  and  vigorous  people, 
recovering  rapidly  from  the  devastation  of  war,  and  we  found  them  extremely 
friendly  to  Canada. 

The  Chairman:  Benelux  refers  to  the  three  countries,  the  Netherlands, 
Belgium  and  Luxembourg,  but  does  it  mean  that  those  countries  have  no  tariffs 
whatsoever  against  each  other  and  that  they  have  the  same  tariffs  against  all 
outsiders? 

Mr.  Kemp:  That  is  the  situation. 
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Hon.  Mr.  Lambert:  Did  the  credit  which  this  country  extended  to  France 
have  any  bearing  on  our  negotiations  with  that  country? 

Mr.  Kemp:  Yes,  it  did. 

Hon.  Mr.  Lambert:  It  would  make  it  easier  to  negotiate  with  that  country. 

Mr.  Kemp:  It  was  frequently  quoted  to  us  as  a  reason  why  we  should  reduce 
the  duties  against  them.  But  quite  apart  from  that,  sir,  it  was  obviously  regarded 
by  the  French  people  with  whom  we  were  dealing  as  a  mark  of  friendship  on  the 
part  of  Canada,  and  I  am  sure  it  had  an  important  effect  in  helping  along  our 
negotiations,  as  indeed  did  the  loans  that  we  have  made  to  several  other 
countries.  We  experienced  a  substantial  sense  of  gratitude  which  was  not,  I  am 
sure,  limited  to  words  only. 

Hon.  Mr.  Haig:  France  did  not  suggest  to  you  that  we  should  give  them 
reductions  so  that  she  could  pay  back  her  debt  to  us? 

Mr.  Kemp:  That  was  the  argument. 

Hon.  Mr.  Haig:  That  is  what  I  thought  the  argument  would  be.  They  are 
like  certain  fellows  in  Winnipeg  who  when  you  lend  them  some  money  want  you 
to  cut  the  rate  so  that  they  can  pay  it  back. 

Hon.  Mr.  Crerar:  It  is  not  an  unreasonable  argument. 

Hon.  Mr.  Haig:  It  is  a  human  argument. 

Hon.  Mr.  Beaubien:  It  is  the  only  way  they  can  pay  back  the  loan. 

Mr.  Kemp:  Referring  again  to  Benelux,  we  found  that  the  countries  desired 
to  make  concessions  to  us,  as  well  as  to  receive  them  from  us;  we  have  actually 
got  some  concessions  which  are  well  worthwhile,  and  some  have  also  been 
extended  by  the  colonies  and  dependencies  of  the  Netherlands  and  Belgium.  We 
succeeded  in  making  an  agreement  with  Czechoslovakia  on  various  items.  Per¬ 
haps  it  was  not  so  extensive  as  in  some  other  cases,  but  nevertheless  worthwhile. 
Norway  has  a  small  population  and  a  number  of  her  industries  are  competitive 
with  our  own,  such  as  fish,  fur,  lumber,  paper  and  so  on.  But  even  with  Norway 
we  were  able  to  obtain  some  concessions,  as  to  agricultural  products,  wheat  and 
ether  things,  and  we  received  some  other  worthwhile  concessions  from  them. 

There  were  three  Latin  American  countries  represented  at  the  conference. 
First,  Cuba  was  of  particular  interest  to  us  because  it  is  a  country  that  receives 
preferences  from  the  United  States  and  grants  them  in  turn  to  the  United  States. 
Although  we  were  in  a  sense  on  the  defensive  with  regard  to  preferences  exchanged 
with  the  British  Commonwealth,  as  to  Cuba  we  were  endeavouring  to  obtain 
a  narrowing  of  the  existing  margins  of  preferences.  We  were  successful,  notably 
with  regard  to  fish  and  flour  items,  of  which  the  details  can  be  given  when  you 
are  ready  to  take  them  up. 

Hon.  Mr.  Lambert:  Did  we  not  at  one  time  ship  a  good  deal  of  flour  to 
Cuba? 

Mr.  Kemp:  Yes,  we  did. 

Hon.  Mr.  Lambert:  That  had  been  interfered  with  considerably  by  a  sugar 
agreement  between  the  United  States  and  Cuba.  Is  that  still  in  effect? 

Mr.  Kemp:  They  have  consented  to  narrowing  considerably  the  margin  of 
preference  which  they  gave  to  the  United  States  on  flour,  but  they  have  not 
wiped  it  out  entirely. 

Hon.  Mr.  Lambert:  Is  that  not  due  to  the  special  agreement  or  understand¬ 
ing  in  connection  with  sugar  control? 

Mr.  Kemp:  I  do  not  think  it  is  specifically  tied  to  that  by  law,  but  no  doubt 
that  was  one  of  the  factors  which  led  them  to  concede  it. 

Brazil  is  a  large  country  on  the  other  side  of  the  equator,  with  which  we 
have  felt  that  we  ought  to  be  able  to  improve  our  trade.  We  have  obtained 
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from  Brazil  some  quite  valuable  concessions  with  respect  to  fish.  That  country 
is  in  the  process  of  setting  up  a  system  of  direct  shipment  between  Rio  and 
Canada’s  eastern  ports;  we  hope  that  will  also  assist  us  in  developing  our  trade 
with  that  country. 

Chile  is  a  country  with  which  our  trade  has  been  very  limited  ;  and  although 
we  have  obtained  some  concessions  they  are  not  of  a  substantial  character 
because  of  the  narrowness  of  the  trade.  China  is  in  much  the  same  condition. 
She  is  a  country  with  probably  great  potentialities  for  the  future,  but  up  to  the 
present  time  neither  her  exports  or  her  imoprts  have  been  large.  Probably  what 
she  needs  most  is  a  substantial  supply  of  foreign  capital  for  development 
purposes. 

Finally,  Lebanon  and  Syria  were  represented  at  the  conference.  Probably 
all  that  most  of  us  remember  about  the  trade  with  Lebanon  is  what  we  have  read 
about  it  in  the  Old  Testament.  The  amount  of  our  trade  with  that  country  is 
so  small  that  I  am  not  sure  that  we  were  actually  able  to  get  any  particular  con¬ 
cessions  from  them  or  give  them  any;  neither  of  us  is  a  principal  supplier  to 
the  other  country  in  any  particular  commodity.  However,  we  did  agree  to 
exchange  most  favoured  nation  treatment. 

That  is  about  all  I  wish  to  say  in  a  general  way,  Mr.  Chairman. 

The  Committee  adjourned  at  12.45  p.m.  to  meet  again  tomorrow,  December 
18,  at  10.30  a.m. 
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ORDER  OF  REFERENCE 


(Extract  from  the  Minutes  of  the  Proceedings  of  the  Senate,  December  15, 
1947.) 

The  Honourable  Senator  Robertson,  seconded  by  the  Honourable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and  Employ¬ 
ment  held  at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  comple¬ 
mentary  agreements  of  October  30,  1947,  between  Canada  and  the  United  States 
of  America  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 

The  question  being  put  on  the  said  motion,  it  was — 

Resolved  in  the  affirmative. 

L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Thursday,  December  18,  1947. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators — Euler,  Chairman;  Bishop,  Campbell, 
Crerar,  Daigle,  Davies,  Dessureault,  Duffus,  Gouin,  Haig,  Howard,  MacLennan, 
McKeen,  McLean,  Moraud-  Robertson,  Turgeon,  Yaillancourt  and  White — (19). 

The  Official  reporters  of  the  Senate  were  in  attendance. 

The  Committee  resumed  consideration  of  the  subject  matter  of  the  General 
Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Applica¬ 
tion  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory 
Committee  of  the  United  Nations  Conference  on  Trade  and  Employment  held 
at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  complementary 
agreements  of  October  30,  1947,  between  Canada  and  the  United  States  of 
America  and  between  Canada  and  the  United  Kingdom. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department  of 
Trade  and  Commerce,  was  again  heard  with  respect  to  the  details  of  the  agree¬ 
ment,  and  was  again  questioned. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board,  was  again  heard  and 
questioned. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations,  Department  of  Finance, 
was  again  heard. 

On  motion  of  the  Honourable  Senator  Haig,  seconded  by  the  Honourable 
Senator  Campbell,  the  Committee  adjourned  at  12.15  p.m.,  to  the  call  of 
the  Chairman. 

Attest. 

H.  ARMSTRONG, 

Clerk  of  the  Committee. 
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The  Senate,  Thursday,  December  18,  1947. 

The  Standing  Committee  on  Canadian  Trade  Relations  resumed  this  day 
at  10.30  a.m. 

Hon.  Mr.  Euler  in  the  Chair. 

The  Chairman:  Gentlemen,  will  the  committee  come  to  order?  Mr.  Kemp, 
of  the  Department  of  Trade  and  Commerce,  tells  me,  as  I  think  you  know,  that 
he  had  pretty  well  completed  what  he  calls  his  voluntary  statement  yesterday, 
but  of  course  we  realize  that  members  of  the  committee  may  have  been  sleeping 
.on  it  and  thinking  about  it  and  may  have  other  questions  in  their  minds  that 
they  wish  to  ask  now.  If  so,  let  them  do  so  and  for  ever  after  hold  their  peace. 
When  that,  general  questioning  and  examination  is  completed,  as  it  may  be  now, 
it  is  then  a  question  for  the  committee  to  decide  whether  it  desires  to  begin 
today  a  consideration  or  examination  of  the  various  details  of  tariff  changes, 
which  of  course  are  very  extensive.  I  do  not  imagine  there  is  any  possibility  of 
completing  it  today,  and  it  remains  to  be  decided  whether  in  that  case  we  want 
to  go  on  with  it  now,  or  withhold  it  until  after  the  recess.  Are  there  any  further 
questions  you  want  to  ask? 

Hon.  Mr.  Haig:  Senator  McLean  started  in  to  ask  questions,  and  I  was 
going  to  suggest,  why  not  let  him  ask  those  questions  this  morning? 

The  Chairman:  That  is  on  the  general  statement? 

Hon.  Mr.  McLean:  No,  Mr.  Chairman;  it  was  on  the  fish  end  of  the  business 
that  I  was  going  to  ask  questions. 

The  Chairman:  I  see  no  particular  objection  to  your  asking  those  questions. 

Hon.  Mr.  McLean:  Mr.  Chairman,  Mr.  Kemp,  I  have  been  going  over  the 
details  of  the  Agreement  as  far  as  the  fish  business  is  concerned,  and  I  must  admit 
that  you  have  done  very  well  in  so  far  as  I  can  see,  in  respect  of  fresh,  frozen  and 
filleted  fish,  but  on  the  other  hand  the  canning  industry  is  a  very  important 

industry  on  both  coasts.  The  canning  of  fish,  as  you  know,  provides  for  a  lot 

more  labour,  and  it  reaches  out  for  steel,  and  boxes,  and  so  forth;  and  in  the 
salmon  industry,  the  sardine  industry,  and  different  industries  on  both  coasts 
it  is  quite  important.  I  might  ask  a  question  or  two  in  relation  to  salmon, 
although  I  am  not  in  the  business,  nor  is  any  salmon  canned  on  our  coast. 

I  notice  that,  while  the  duty  remains  the  same  on  canned  salmon  going  into 

the  United  States — 25  per  cent  ad  valorem,  I  think  it  is — on  the  other  hand  the 
duty  on  raw  fish  going  into  the  United  States,  which  would  not  bring  nearly 
so  much  money  as  the  fish  would  after  it  is  canned,  has  been  cut  50  per  cent. 
Am  I  correct  in  that?  And  then  the  preference  in  the  markets  which  British 
Columbia  had,  such  as  Australia  and  New  Zealand,  has  been  reduced  30  per  cent. 
In  other  words  it  opens  up  the  markets,  possibly,  later  on  for  Russian  and 
Japanese,  and  right  away  for  United  States  competition.  This  to  my  mind 
puts  the  British  Columbia  salmon  industry,  which  is  a  great  industry  out  there 
on  the  coast,  at  a  disadvantage.  On  the  other  hand,  what  compensation  does 
the  industry  get  for  what  we  have  given  away,  say  on  the  Pacific  coast,  in 
connection  with  the  salmon  industry? 

Mr.  Kemp:  To  begin  with,  senator,  I  think  I  should  say  that  we  made  an 
effort  to  get  a  maximum  reduction  of  the  United  States  duty,  both  on  the  raw 
fish  and  on  the  canned  fish. 

Hon.  Mr.  McLean:  A  little  louder,  please. 
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Mr.  Kemp:  We  made  an  effort  to  get  the  maximum  reduction  of  the 
United  States  duty  on  'both  the  raw  fish  and  the  canned  fish. 

The  Chairman:  Did  you  get  it? 

Mr.  Kemp:  We  got  it  on  the  raw,  we  did  not  get  it  on  the  canned;  and  we 
think  we  know  the  reason  why  our  American  friends  were  not  willing  to  give  it 
on  the  canned.  They  considered  that  the  potential  chief  suppliers  of  canned 
salmon  to  the  United  States  market  are  two  Asiatic  countries,  and  neither  of 
these  countries  was  represented  at  the  Geneva  conference.  The  general  principle 
upon  which  the  United  States  has  been  operating  is  that  it  prefers  not  to  make 
a  concession  unless  through  negotiation  with  the  principal  supplier.  Now  it  is 
quite  true  that  we  have  in  the  past  been  principal  suppliers;  but  they  probably 
regarded  these  two  countries  as  being  the  potential  principal  suppliers,  and 
probably  wanted  to  reserve  that  item  for  the  time  when  they  will  be  negotiating 
with  those  two  countries. 

Hon.  Mr.  McLean:  In  the  meantime,  however,  it  is  unquestionable  that 
the  British  Columbia  salmon  industry  is  going  to  go  through  a  period  of  transition 
or  disadvantage,  I  would  say,  because  the  raw  fish  will  go  out  at  a  low  rate 
of  duty  which  will  be  paid  on  the  raw  fish  but  it  will  not  be  nearly  as  much 
as  it  would  be  if  the  article  were  canned.  During  the  war  we  used  embargoes 
at  times  but  in  peacetime  they  are  difficult  to  handle.  I  have  had  experience 
in  that  respect  and  I  know  it  is  difficult  to  have  embargoes  in  the  fish  business. 
Although  I  am  not  in  the  salmon  business  I  believe  a  lot  of  fish  will  go  to  the 
United  States  for  canning  on  this  low  duty,  and  this  fish  will  pass  by  the 
British  Columbia  factories  and  then  be  canned  in  the  United  States  where  the 
price  is  higher  but  not  high  enough  to  overcome  one-quarter  of  the  value  which 
the  duty  on  the  canned  article  will  be. 

Hon.  Mr.  McKeen:  May  I  interrupt  Senator  McLean  to  ask  a  question 
here. 

Hon.  Mr.  McLean:  Yes,  I  would  welcome  any  questions  from  British 
Columbia  senators. 

Hon.  Mr.  McKeen  :  I  may  say  in  regard  to  this  question  that  there  is  a 
great  deal  of  concern  on  the  coast  for  several  reasons.  In  the  first  place,  I  have 
received  a  wire  from  the  Vancouver  Board  of  Trade  which  I  should  like  to 
read  in  order  to  let  other  honourable  senators  know  the  situation  which  prevails 
out  there.  This  telegram  ties  right  in  with  what  Senator  McLean  was  saying. 
That  is  why  I  have  interjected  at  this  point.  The  wire  reads  as  follows: 

British  Columbia  salmon  canning  industries  representing  investment 
of  approximately  23  million  dollars  with  an  annual  pack  of  about 
17,500,000  and  employing  ten  thousand  persons  is  placed  in  jeopardy  as 
a  result  of  the  Geneva  agreements  encouraging  export  of  fresh  fish  Stop 
Urgently  request  further  consideration  be  given  adoption  of  measures 
designed  to  ensure  that  this  important  business  of  the  fishing  industry 
representing  about  forty  per  cent  of  the  total  commercial  fish  production 
of  British  Columbia  will  have  an  available  supply  of  raw  material  on 
an  economic  basis. 

That  was  brought  out  because  there  was  a  prohibition  on  the  export  of  raw 
fish  this  year,  which  was  put  into  effect  about  July  1.  The  canneries  operated 
until  that  went  off  on  October  15.  The  supply  of  fish  was  cut  off  on  October 
15  and  the  canneries  had  to  close  down,  except  for  what  they  had  on  hand  at  the 
moment.  From  that  time  on  enough  fish  went  over  to  the  United  States  to 
pack  150,000  cases  of  salmon.  The  Americans  paid  approximately  eight  cents 
a  pound  more  than  the  Canadians  could  for  the  fish.  The  reason  for  that  was 
they  were  getting  from  $8.00  to  $10.00  a  case  more  for  their  canned  salmon  in 
their  own  market  which  represented  an  increase  of  at  least  $2.00  to  $4.00  more 
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profit  to  them  on  the  fish  after  paying  the  higher  price  than  the  Canadian 
canneries  would  have.  In  other  words,  the  extra  price  paid  for  the  fish 
amounted  to  about  $6.00  a  case,  and  the  extra  price  they  got  for  the  case  was 
$8.00  to  *$10.00  on  the  top  grade  fish.  If  the  fish  were<  going  over  to  the  United 
States  as  processed  fish  to  be  sold  on  the  fresh  fish  market,  I  do  not  think  there 
would  be  the  same  objection.  However,  the  canned  salmon  industry  is  an 
important  part  of  the  fishing  industry  on  the  coast,  I  would  say  it  is  at  least  75 
per  cent  of  the  total  salmon  business.  You  have  to  build  your  volume  up  to  a 
certain  figure  to  take  care  of  overhead  for  operating  the  canneries  for  the  season. 
If  they  go  below  that  figure  and  do  not  reach  their  target  then  the  cost  of  the 
production  of  each  case  is  higher  than  the  original  estimate,  and  the  selling- 
price  is  based  on  a  certain  pack  and  that  shows  them  a  loss  which  may  force 
them  to  shut  down  the  canning  industry  entirely.  In  all  other  industries  we  are 
trying  to  process  to  the  last  degree  in  Canada  and  to  get  the  highest  price 
out  of  the  product.  In  this  particular  case  in  selling  fresh  fish,  this  fish  could 
be  used  for  canning  purposes.  This  would  not  apply  to  prairie  fish  that  is  not 
generally  used  for  canning  purposes,  or  eastern  fish  which  are  sold  as  a  finished 
product.  But  in  the  case  of  sockeye  salmon,  which  is  used  principally  for 
canning,  there  should  be  some  protection  for  this  business  in  Canada,  especially 
when  we  have  given  away  concessions  in  the  other  markets  because  we  must 
be  in  a  position  to  compete  with  the  United  States  and  other  countries  of  the 
world.  So  in  this  case  serious  injury  has  been  done  to  one  particular  industry 
without  any  offsetting  advantage  to  it.  You  mentioned  that  the  duty  on  fresh 
fish  had  been  reduced  by  one-half.  I  will  just  quote  the  figures  for  1945  and 
1946,  the  last  available  figures  that  I  have.  The  landings  of  sockeye  salmon 
and  a  variety  of  canned  salmon  in  1945  was  170,164,000  pounds,  and  in  1946  it 
was  149,676,000  pounds.  In  1945  76  per  cent  of  the  fish,  or  130,000,000  pounds, 
were  used  for  canning  purposes;  and  in  1946  the  percentage  canned  was  67 
per  cent,  or  101,000,000  pounds.  The  exports  of  fresh  fish  amounted  to  only 
5,000.000  pounds  in  1945  and  8,000,000  pounds  in  1946. 

You  can  see  the  situation  of  the  American  packer.  He  fixes  his  target,  just 
as  the  Canadian  packer  does,  to  pack,  for  example,  100,000  cases.  On  that 
basis  he  charges  all  of  his  overhead,  and  the  only  costs  that  he  has  to  bear 
on  any  quantity  packed  in  addition  to  that  are  the  costs  of  labour,  material 
and  cans.  So  the  cost  of  whatever  number  of  cases  he  produces  above  100,000 
is  cheaper  per  case  than  his  original  estimate.  If  instead  of  100,000  cases  he 
can  pack  200,000  cases,  for  the  fish  that  he  uses  in  the  extra  100,000  cases  he  can 
afford  to  pay  more  than  the  Canadian  cannery  can  up  to  the  point  of  his  pack. 
Also  on  the  American  side  they  have  the  advantage  of  using  seines  and  traps, 
which  are  a  cheaper  method  of  fishing  than  gill  netting  that  is  used  in  Canada. 
The  individual  fisherman  says  that  when  the  cannery  uses  the  traps  it  cuts  down 
his  production  and  the  amount  he  gets  out  of  the  Ash.  I  do  not  know  whether 
we  can  give  it  to  them  both  ways,  use  the  most  expensive  method  of  fishing 
and  still  let  them  sell  the  fish  out  of  our  market  and  deprive  us  of  the  advantage 
that  we  would  get  from  it  in  Canada. 

I  want  to  put  this  on  the  record  so  that  the  situation  would  be  clear  to  all 
honourable  senators,  in  the  hope  that  some  concession  might  be  made  to  the 
industry  that  would  allow  it  to  continue  over  the  next  few  years  till  it  gets 
established  in  new  markets  to  take  the  place  of  those  it  is  losing. 

The  Chairman:  Would  it  help  if  the  Canadian  methods  of  fishing  were 
made  the  same  as  those  in  the  United  States? 

Hon.  Mr.  McKeen:  It  would  be  very  helpful,  but  I  do  not  think  it  would 
be  politically  possible  to  do  that.  As  a  matter  of  fact,  one  cannery  out  there  has 
a  trap,  and  the  fishermen  have  been  fighting  for  the  last  fifteen  or  twenty  years  to 
get  it  removed. 
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Hon.  Mr.  Haig:  What  suggestion  have  you  to  make  to  the  department  for 
solving  the  problem?  Could  you  state  your  suggestion,  so  that  the  department 
could  make  its  answer? 

Hon.  Mr.  McKeen:  I  wanted  to  know  whether  the  department  had  any 
solution  to  suggest. 

The  Chairman:  It  is  a  matter  of  policy. 

Hon.  Mr.  McKeen:  British  Columbia’s  preferred  position  in  the  fishing- 
industry  has  been  traded  away.  Now,  what  has  the  department  in  mind  to  get 
back  as  an  advantage  for  that  industry? 

Mr.  Kemp:  I  realize  that  much  of  what  you  have  said  is  for  the  considera¬ 
tion  of  the  Department  of  Fisheries,  senator,  and  covers  matters  with  which 
the  Geneva  delegation  could  not  have  dealt;  but  I  am  right  in  recollecting  from 
what  you  said  that  the  American  canners  have  been  paying  about  8  cents  a  pound 
more  for  raw  fish  than  the  Canadian  canners  have  been  paying? 

Hon.  Mr.  McKeen:  They  have  been  this  year,  but  not  always.  There 
was  a  time  up  to  1935,  I  believe,  that  there  was  a  prohibition.  At  that  time 
the  Canadian  price  of  fish  was  higher  than  the  American  price,  so  the  prohibition 
was  removed.  There  was  very  little  change  in  that  situation  up  to  about  1939. 
It  has  not  always  been  that  the  Americans  have  paid  more,  but  at  the  moment 
they  are  doing  so.  That  is  why  I  ask  that  something  be  done  to  overcome  the 
situations  that  may  arise  at  the  present. 

Mr.  Kemp:  In  recent  months  the  Americans  have  been  paying  about  eight 
cents  a  pound  more. 

Mr.  McKeen:  When  prohibition  came  off  they  were  paying  eight  cents  a 
pound  more  on  high  grade  fish. 

Mr.  Kemp:  That  is  right.  As  a  result  of  the  Geneva  conference  the 
Americans  have  reduced  the  duty  on  fresh  fish  about  one-half  cent  a  pound. 
Is  that  right? 

Mr.  McKeen:  That  is  right. 

Mr.  Kemp:  So  that  it  is  not  really  that  reduction  of  a  half  cent  a  pound 
that  is  the  cause  of  our  difficulty  in  getting  and  retaining  the  raw  material  on 
this  side? 

Mr.  McKeen:  Not  altogether;  but  we  had  to  put  a  prohibition  on  in  July 
in  order  to  retain  sufficient  for  packing.  That  half  cent  does  not  do  it.  The  way 
that  it  works  out  is  this:  The  half  cent  means  that  on  75  pounds  of  fish  going 
into  the  United  States  in  the  form  of  fresh  fish  there  is  a  duty  of  37^  cents, 
but  on  the  same  quantity  of  fish  going  in  as  canned  salmon  the  duty  is  25 
per  cent  ad  valorem  and  each  case  is  worth,  I  believe,  approximately  $25,  making 
the  duty  about  $6.25  a  case.  The  difference  in  duty  on  75  pounds  of  canned 
fish  against  the  same  quantity  of  fresh  fish  would  be  $5.92  per  case. 

Mr.  Kemp:  The  main  complaint  about  Geneva  is  not  that  the  duty  was 
reduced  half  a  cent  a  pound  on  fresh  fish,  but  that  it  was  not  reduced  12^  per 
cent  on  canned  fish. 

Hon.  Mr.  McKeen:  And  that  it  was  not  reduced  half  on  canned  fish. 

Mr.  Kemp:  That  is  correct. 

Hon.  Mr.  McKeen:  I  am  free  to  state  that  I  doubt  that  that  would  have 
solved  the  problem  for  the  canners;  I  do  not  think  that  even  a  50  per  cent 
reduction  in  canned  fish  would  give  us  the  fish. 

Mr.  McKinnon:  I  think  at  this  point  I  might  remark  that  we  as  officials 
should  be,  in  my  personal  opinion,  indebted  to  Senator  McKeen  for  the  purely 
objective  way  in  which  he  has  stated  a  very  difficult  problem.  He  has  made 
it  clear  and  has  not  attempted  to  slant  in  one  way  or  another  the  fact  that  this 
premium  was  being  paid  by  American  users  of  fish  prior  to  the  announcement 
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of  the  Geneva  decision.  He  even  admits  that  it  was  not  necessarily  the  half 
cent  reduction  on  raw  fish  which  has  created  the  situation,  or  even,  greatly 
worsened  it;  but,  as  he  has  stated  yesterday,  and  again  yery  fairly,  that  reduction 
had  not  done  anything  to  alleviate  the  situation. 

I  believe  that  Senator  McKeen  has  made  a  very  fair  statement — one  that 
I  would  have  made  myself,  had  I  been  under  examination — that  in  the  face 
of  the  premium  that  obtains  in  the  United  States  on  raw  materials,  I  doubt 
very  much,  as  he  has  stated  that,  even  a  50  per  cent  reduction  in  the  canned 
product  in  the  American  tariff  would  have  remedied  the  situation.  There  are 
so  many  circumstances  involved,  as  Senator  McKeen  has  said,  such  as  the 
different  methods  of  fishing,  the  price  levels  in  the  two  countries  and  so  on,  that 
this  reduction  of  a  half  cent  a  pound  on  raw  material — which  we  secured  simply 
because  we  were  doing  our  utmost  to  get  a  50  per  cent  reduction  on  everything, 
thinking  only  in  terms  of  tariff  and  trade,  and  keeping  out  of  our  minds  other 
temporary  factors  that  apply  at  the  present  time  or  from  time  to  time — is  an 
important  fatcor  in  the  situation. 

Hon.  Mr.  McKeen:  Of  course  on  your  approximately  20  million  dollar 
inland  fisheries’  fish  that  amount  may  represent  a  real  advantage  at  some 
future  time.  At  the  moment  I  think  all  the  fish  can  be  sold,  but  maybe  there 
will  be  some  advantage  there  in  the  future. 

Hon.  Mr.  Haig:  Could  an  embargo  be  placed  on  Canadian  raw  fish  going 
to  the  United  States? 

Mr.  McKinnon:  That  is  a  perfectly  fair  question,  Senator  Haig,  and 
since  it  would  relate  not  to  the  tariff  schedules  at  all  but  to  the  general  prin¬ 
ciples  in  the  Agreement,  I  think  Mr.  Deutsch  would  probably  care  to  answer 
you  on  that  point. 

Mr.  Deutsch:  Senator,  it  is  possible  that  for  a  temporary  period  we 
probably  could  embargo  the  salmon;  that  is,  for  perhaps  a  year  or  two,  because 
there  are  a  number  of  exceptions  in  the  charter  that  take  care  of  the  problems 
of  post-war  transition;  and  under  that  heading  we  might  be  able  to  continue 
to  embargo  the  salmon.  I  must  say,  however,  that  as  a  permanent  policy,  I 
am  afraid,  the  charter  would  not  permit  it. 

Hon.  Mr.  McKeen:  Well,  Mr.  Deutsch,  regarding  that,  if  we  put  the 
embargo  in  there  to  retain  fish  enough  to  take  care  of  our  minimum  require¬ 
ments  of  canning,  and  then  released  the  fish  after  that,  would  that  be  a  form  of 
embargo  that  would  be  prohibited  under  the  charter? 

Mr.  Deutsch:  I  am  afraid  it  would,  senator,  yes. 

Hon.  Mr.  McKeen:  Even  though  it  was  going  to  put  our  canning  industry 
out  of  business  we  still  could  not  do  it  under,  the  charter? 

Mr.  Deutsch:  No,  not  under  this  charter,  sir.  I  should  say  that  the 
charter  does  permit  countries  to  discuss  problems  with  other  countries  and  to 
try  to  work  out  some  scheme  which  will  meet  our  problems,  and  if  it  was  decided 
that  we  should  try  to  do-  that,  we  could  use  the  consultation  provisions  of  the 
charter.  I  am  not  sure  what  the  result  would  be.  We  would  have  to  go  to  the 
United  States  and  say,  “we  have  got  this  difficulty — ” 

Hon.  Mr.  Haig:  Let  me  put  this  supplementary  question  before  you  finish. 
Has  the  price  of  8  cents  for  the  raw  fish  in  the  United  States  market  anything 
to  do  with  the  general  cost  of  living  of  meat  and  food  of  that  character  in  the 
United  States?  Is  that  one  of  the  basic  reasons? 

Mr.  McKinnon  :  I  think  maybe  Senator  McKeen  could  answer  that  better 
than  I,  but  my  inclination  would  be  to  believe  it  was  a  reflection  of  the  high 
cost  of  foods  generally. 

Hon.  Mr.  McKeen:  It  is  reflected  in  your  canned  fish. 
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The  Chairman  :  Gentlemen,  Senator  McLean  has  been  very  kind  in  yielding 
his  place,  and  I  think  we  ought  to  allow  him  to  go  on. 

Hon.  Mr.  McLean  :  I  think  we  have  covered  the  west  coast  salmon  industry. 

Hon.  Mr.  Haig:  You  have  not  found  a  solution. 

Hon.  Mr.  Campbell:  There  is  a  very  simple  solution,  and  that  is  for  the 
canners  to  pay  a  price  equal  to  what  they  pay  in  the  United  States. 

Hon.  Mr.  McKeen:  They  could  not  sell  their  products. 

Hon.  Mr.  McLean:  There  are  one  or  two  items  which  affect  the  east  coast 
for  which  I  can  see  a  very  much  larger  market  in  the  United  States.  I  notice 
that  a  duty  is  still  left  of  the  item  called  kippered  snacks.  Kippered  snacks 
is  the  poor  man’s  food,  used  for  the  lunch  pail,  very  considerably,  in  the  United 
States  and  Canada,-  and  there  was  a  considerable  market  in  the  United  States 
during  the  war.  Of  course,  other  countries  have  been  cut  off.  That  is  an  item 
which  the  United  States,  to  my  knowledge,  has  never  put  up,  has  never  manu¬ 
factured.  I  think  there  is  every  reason  why  the  duty  should  be  reduced.  It  is 
the  poor  man’s  food,  and  it  is  not  manufactured  in  the  United  States.  They  want 
to  get  their  cost  of  living  down,  and  yet  at  this  time  the  minute  it  reaches  the 
border  there  is  12^  per  cent  slammed  on  it,  and  then  the  8  per  cent  sales  tax. 
I  do  not  know  why  the  sales  tax  is  put  on,  because  they  do  not  manufacture 
this  article  in  the  United  States,  and  there  is  nobody  to  protect.  So  I  think 
all  the  arguments  are  in  favour  of  getting  that  duty  cut  in  two.  If  that  were 
done  there  would  be  a  large  market  in  the  United  States  for  that  item. 

Mr.  Kemp:  Would  you  like  me  to  deal  with  kippered  snacks  while  you  are 
on  that  point? 

Hon.  Mr.  McLean:  No.  I  think  you  might  take  notes  and  answer  later. 
The  next  item  I  would  like  to  refer  to  is  clams.  There  is  a  shortage  of  clams  in 
the  eastern  States,  so  they  come  over  to  Canada  buying  what  they  call  shucked 
clams.  They  take  the  raw  material  over  the  border,  and,  very  ingeniously,  it 
goes  into  the  United  States  free.  I  do  not  think  they  have  conserved  their  beds 
in- the  eastern  States  the  way  we  have  in  Eastern  Canada.  It  was  just  a  case  of 
taking  the  clams  from  the  beds,  shucking  them,  and  wasting  the  juice,  which  we 
know  is  nearly  as  valuable  as  the  clams,  and  taking  them  over  there  free.  When 
we  come  to  put  the  clams  in  the  cans  to  preserve  a  certain  amount  of.  juice, 
there  is  a  35  per  cent  duty.  Years  ago  it  used  to  be  free,  but  in  one  of  these 
new  tariffs  they  have  slammed  on  35  per  cent  on  clam  juice,  which  in  fact 
is  used  in  hospitals  because  doctors  say  it  is  full  of  vitamins,  of  iodine  and 
mineral  matter.  When  the  clams  are  shucked  the  juice  is  wasted.  We  refine 
the  juice.  I  feel  that  a  very  considerable  market  could  be  built  up  for  clam 
juice  in  the  United  States.  As  I  say,  they  have  a  35  per  cent  duty  on  clam  juice. 
Whom  they  are  protecting  I  don’t  know,  because  there  . is  a  big  shortage  of  clam 
juice  over  there. 

The  next  item  which  is  important  business  in  the  East  is  sardines.  We 
have,  of  course,  in  Eastern  Canada  the  largest  factories  in  the  business.  The 
duty  was  cut,  according  to  the  last  figures,  25  per  cent,  on  sardines  coming 
into  Canada. 

Mr.  McKinnon:  Our  duty.  Not  quite.  Do  you  wish  me  to  answer  you 
as  you  go  along? 

Hon.  Mr.  McLean:  Perhaps  under  the  French  treaty  there  was  10  per  cent 

off. 

Mr.  McKinnon:  The  exact  duties  that  on  the  type  of  sardine  that  you 
are  interested  in  and  talking  about — 

Hon.  Mr.  McLean:  The  8  or  under. 

Mr.  McKinnon:  The  8  ounces  or  under,  the  duty  was  1*6  cents  under 
the  French  treaty,  and  it  is  reduced  to  1*5  cents  under  this  treaty. 
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Hon.  Mr.  McLean:  Did  Norway  get  the  'benefit  of  the  French  treaty? 

Mr.  McKinnon:  Norway  got  the  benefits  of  the  French  treaty,  and  now 
gets  the  benefit- of  the  new  rate, — -1*5  instead  of  1*6.  ■ 

Hon.  Mr.  McLean:  It  has  been  a  long  hard  road  to  work  the  sardine  busi¬ 
ness  up  in  Australia,  New  Zealand  and  South  Africa.-  You  all  know  the  trouble 
we  had  over  the  word  “sardine”.  After  very  many  years  Canada  was  able 
to  build  up  a  very  large  market  in  Australia,  New  Zealand,  South  Africa  and 
different  parts  of  the  Empire.  As  I  understand  it,  our  preference  is  also  cut  in 
those  markets  on  sardines  the  same  as  on  salmon. 

Mr.  McKinnon:  Mr.  Kemp  will  have  to  answer  that.  It  differs  in  each 
market. 

Hon.  Mr.  McLean:  Our  preference  has  been  lessened  quite  an  amount,  I 
understand,  in  these  markets,  and  as  I  stated,  you  can  seek  new  markets,  of 
course,  but  the  markets  we  had  were  built  up  over  many  years  for  the  sardine 
business  and  also  for  the  salmon  business,  and  it  is  going  to  be  difficult  to  go 
over  that  long  hard  road  and  find  other  markets  to  replace  those  which  you 
have  given  away.  I  might  ask,  with  these  concessions  that  you  have  given  to 
other  countries  in  the  sardine  industry,  what  do  we  get  in  return,  either  for  the 
industry  or  probably  some  other  branches  of  the  fish  business?  I  know  this, 
that  the  duty  has  been  raised  to  the  United  States  on  one  part  of  the  sardine 
industry,  but  that  does  not  count  at  all,  I  won’t  bring  that  into  the  situation, 
but  it  has  been  cut  in  two,  15  per  cent;  but  the  duty  has  very  little  effect  as 
far  as  the  United  States  and  ourselves  are  concerned.  The  duty  is  down  to 
15  per  cent  now  between  the  United  States  and  Canada. 

In  the  Bay  of  Fundy,  where  the  herring  are  found,  I  would  say  that  85 
per  cent  of  the  fish  are  on  the  Canadian  side  of  the  Bay  and  15  per  cent 
are  on  the  American  side  of  the  Bay.  The  factories  being  just  a  few  miles  apart, 
there  is  very  little  difference  in  the  cost;  and  if  fish  are  going  to  go  back  and 
forth  between  Canada  and  the  United  States  it  would  be  more  on  account  of 
inefficient  operation,  I  would  say,  than  of  cost.  During  the  war  the  price  of 
fish  was  fixed  there  at  $15.  After  the  exchange  was  changed,  or  the  dollar  was 
brought  up  to  the  American  dollar  in  1946,  that  was  never  recognized  by  the 
Canadian  buyers  in  the  Bay:  they  paid  then,  and  have  ever  since,  $16.50  a 
hogshead,  against  $15  paid  on  the  American  side.  During  the  war  we  had  to 
pay  $16.50  for  sardine  herrings  on  our  side  to  equal  the  $15.00  on  the  American 
side.  That  situation  still  prevails.  The  difference  in  the  exchange  has  not  been 
recognized.  Now,  the  cost  of  fish  to  the  canneries  in  Canada  is  10  per  cent 
more,  at  their  own  free  will,  than  the  cost  of  fish  to  Americans.  The  cost  of 
labour  in  the  United  States  is  probably  a  little  more.  I  admit  that,  but  they 
may  pay  a  higher  hourly  rate  and  they  may  cut  workers  off  at  a  certain  time 
in  the  afternoon  whereas  on  the  Canadian  side  they  try  to  give  every  man  a 
day’s  work.  The  result  is  that  the  earnings  on  the  Canadian  side  are  probably 
more  on  a  yearly  basis.  I  do  not  think  it  would  be  a  very  big  concession  to  put 
sardines  back  on  a  15  per  cent  duty  basis,  on  the  East  Coast.  During  the  last 
ten  or  fifteen  years  we  have  worked  up  a  large  trade  elsewhere  and  I  do  not 
think  we  are  going  to  get  anything  in  the  way  of  a  very  substantial  benefit 
back  from  the  United  States.  Concessions  have  been  given  with  regard  to  other 
industries  and  the  fish  industry  should  be  the  same.  You  cannot  improve  on 
nature.  The  canneries’  job  is  to  maintain  what  nature  has  given  or  to  leave 
nature  alone.  There  would  not  be  much  object  in  shipping  fish  back  and  forth 
across  the  line.  I  think  that  is  about  all  the  points  I  wish  to  cover  this  morning 
as  far  as  the  canning  industry  is  concerned.  Like  the  salmon  people  I  should 
like  to  know  what  benefits  we  may  receive  in  return  for  what  we  have  given 
away  in  the  industry. 

The  Chairman:  I  suppose  you  will  answer  these  questions  Mr.  Kemp. 
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Air.  Kemp:  The  first  point  that  Senator  McLean  raised  was  in  connection 
with  kippered  snacks,  and  I  believe  they  are  perhaps  put  up  in  different  ways. 
Can  you  tell  me,  Senator  AlcLean,  whether  they  are  put  up  in  oil? 

Hon.  Mr.  AIcLean:  No,  the  kippered  snack  as  a  rule  is  put  up  in  a  long, 
narrow  standard  can  in  their  own  oil.  Some  may  be  put  in  oil  but  I  ’have  been 
interested  in  this  matter  for  many  years  and  I  know  there  is  enough  oil  in  the 
fish  that  they  do  not  have  to  be  put  up  in  oil. 

Air.  Kemp:  The  rate  of  duty  would  be  different  in  the  United  States 
according  to  whether  or  not  the  fish  was  put  up  in  oil. 

Hon.  Air.  AIcLean:  I  would  say  that  90  per  cent  of  this  fish  would  be 
without  oil. 

Mr.  Kemp:  If  put  up  in  oil,  the  duty  has  been  reduced  apparently  from 
30  to  15  per  cent. 

Hon.  Mr.  McLean:  I  would  say  that  would  not  affect  more  than  10  per 
cent.  If  those  fish  are  the  right  kind  they  are  very  fat  and  have  a  great  deal 
of  oil  in  themselves.  That  oil  does  not  count;  it  has  to  be  an  outside  oil  and 
there  is  no  need  for  that  at  all. 

Mr.  Kemp:  If  they  had  been  in  oil  they  would  have  benefited  from  a  30  to 
15  per  cent  reduction.  If  they  were  not  in  oil  they  would  come  under  another 
item,  on  which  the  former  rate  was  12^  per  cent.  Curiously  enough  that 
particular  item  was  regarded  by  the  American  negotiators  and  their  principals 
as  being  an  item  in  which  the  principal  supplying  country  was  not  Canada 
but  China.  Consequently  the  item  was  not  negotiated  with  us  but  with  the 
Chinese.  In  the  course  of  the  negotiations  the  Chinese  undoubtedly  asked  the 
Americans  to  give  the  maximum  concession  on  this  item.  The  best  they  were 
able  to  obtain  from  the  United  States  was  a  consent  to  binding  the  fish  at  12^ 
per  cent  which  was  the  existing  rate,  and  it  was  not  possible  for  us  to  do  anything 
further.  Possibly  if  the  Chinese  had  made  larger  concessions  to  the  United 
States  they  might  in  turn  have  been  successful  in  getting  a  further  reduction 
in  that  duty.  I  do  not  know.  We  are  all  disappointed  in  it,  but  the  binding 
at  the  12J  per  cent  rate  was  the  best  they  were  able  to  obtain. 

Hon.  Mr.  McLean:  Did  the  United  States  have  any  fish  men  present  at 
the  time?  In  all  my  experience  in  the  fish  business  I  have  never  seen  one  can 
of  kippered  snacks  that  had  been  put  up  in  China.  Norway  was  the  chief 
supplier  before  the  war  and  I  believe  during  the  war  Canada  became  the  chief 
supplier.  I  have  been  in  hundreds  of  stores  in  the  United  States  and  have  never 
once  seen  a  can  of  kippered  snacks  that  had  been  put  up  in  China.  I  do  not  think 
the  Chinese  put  this  fish  up,  and  I  believe  somebody  slipped  there. 

Mr.  Kemp:  I  am  sure  you  are  right,  but  it  was  not  the  people  in  Geneva 
who  were  responsible  for  allocating  the  different  items  to  the  different  countries. 
This  was  done  from  a  document  which  we  suppose  had  been  made  up  in 
Washington  by  the  authorities  there. 

Hon.  Mr.  McLean  :  Some  fish  adviser  must  have  been  asleep,  I  guess. 

Mr.  Kemp:  The  only  explanation  I  can  give,  and  perhaps  you  can  throw 
some  light  on  the  subject,  Senator  McLean,  is  that  there  is  no  separate  item 
in  the  United  States  tariff  regarding  kippered  snacks. 

Hon.  Mr.  McLean:  They  do  not  put  them  up. 

Mr.  Kemp:  It  comes  under  a  general  item  which  includes  different  kinds 
of  fish  and  the  wording  of  the  item  in  question  is  as  follows:  “Herring,  smoked 
or  kippered  or  in  tomato  sauce,  packed  in  immediate  containers  weighing  with 
their  contents  more  than  one  pound  each.” 

That  is  the  general  heading. 

Hon.  Mr.  McLean:  That  is  kippered  herring. 
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Mr.  Kemp:  Yes.  We  think  it  comes  under  that  general  item. 

Hon.  Mr.  McLean:  It  would  he  helpful  if  it  could  be  taken  out  of  the 
basket  clause  and  made  a  separate  clause  because  it  has  a  large  potential  future. 

Mr.  Kemp:  It  would  be  very  helpful  to  us,  sir,  perhaps  not  necessarily  in 
the  presence  of  the  whole  committee,  but  if  some  time  we  -could  talk  technically 
about  it  and  clear  up  with  you  whether  that  is  really  the  item  because  we  are 
not  without  hope  that  something  could  still  be  done.  We  want  to  be  sure  that 
we  are  dealing  wih  the  right  item  if  we  have  another  chance  to  do  something 
about  it. 

Hon.  Mr.  Campbell:  May  I  ask  a  question  at  this  point?  What  procedure 
would  be  followed  to  change  some  of  these  items?  Assuming  that  parliament 
felt  that  there  should  be  some  changes  made,  would  it  be  a  matter  of  rene¬ 
gotiating? 

Mr.  McKinnon:  Do  you  mean  a  change,  Senator  Campbell,  in  an  item  in 
the  schedule? 

Hon.  Mr.  Campbell:  Yes. 

Mr.  McKinnon:  No,  that  would  not  be  possible  as  regards  this  particular 
agreement  and  these  schedules.  They  must  be  either  adopted  or  rejected,  but  I 
think  Mr.  Kemp  had  in  mind — 

Hon.  Mr.  Campbell:  Negotiations? 

Mr.  McKinnon:  — well,  under  the  consultation  clause  of  this  agreement, 
subsequent  to  their  adoption  and  putting  into  force,  either  side  can  bring  up 
any  difficulties  or  any  misinterpretations  that  may  have  arisen.  If  either  side 
feels  it  is  not  getting  exactly  what  it  bargained  for,  under  the  consultation 
clause  these  things  can  be  taken  up  at  any  time. 

Hon.  Mr.  Campbell:  But  no  changes  can  be  made  at  any  time  at  all. 

Mr.  Kemp:  If  I  may  return  for  a  moment  and  refer  to  the  kippered  snack 
question:  there  was  another  point  raised  by  Senator  McLean  which  is  of  general 
interest,  and  quite  apart  from  this  particular  fish  item  I  should  like  to  do  my 
best  to  clear  it  up.  He  spoke  of  the  8  per  cent  sales  tax  which  is  imposed  in 
Canada  on  this  product,  and  pointed  out  that  when  the  product  is  exported  to 
the  United  States  some  cognizance  is  taken  of  that  8  per  cent  sales  tax  in 
arriving  at  the  United  States  value  for  duty.  The  United  States  customs 
authorities  do  not  actually  add  the  8  per  cent  sales  tax  to  the  duty,  but  they  add 
that  tax  to  the  Canadian  value  in  order  to  arrive  at  the  United  States  value 
for  duty,  even  though  the  sales  tax  is  not  levied  on  fish  or  anything  else  exported 
to  the  United  States.  That  is  a  point  of  great  importance  which  is  applicable 
not  only  to  Senator  McLean’s  fish  but  also  to  all  other  products  that  we  export 
to  the  United  States. 

Hon.  Mr.  McLean:  Whether  they  manufacture  them  or  not. 

Mr.  Kemp:  Whether  they  manufacture  them  or  not. 

The  Chairman:  Or  whether  there  is  a  sales  tax  imposed  in  Canada  on 
those  exportable  items. 

Mr.  Kemp:  That  is  right,  sir. 

The  Chairman:  They  simply  add  it  to  the  value  for  duty? 

Mr.  Kemp:  Yes.  So  in  this  case  if  we  are  paying  12J  per  cent  duty  on 
these  kippered  snacks,  we  are  paying  it  not  on  the  export  price  but  on  the 
export  price  increased  by  8  per  cent,  which  is  the  amount  of  our  sales  tax. 

The  Chairman  :  But  the  sales  tax  is  not  imposed. 

Mr.  Kemp:  The  sales  tax  is  not  imposed.  We  exempt  our  exports  from 
sales  tax,  but  the  United  States  customs  officials  are  obliged  by  their  law  to 
require  that  the  8  per  cent  be  declared  as  part  of  the  value  for  duty. 
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Hon.  Mr.  McKeen:  They  take  that  as  part  of  the  basis  of  the  Canadian 
market  price? 

Mr.  Kemp:  Yes. 

Hon.  Mr.  McLean  :  And  by  so  doing  they  raise  the  cost  of  living  for  their 
own  people. 

Mr.  Kemp:  Yes.  Just  to  make  it  clear  how  the  thing  works  we  may  take 
this  illustration.  Suppose  a  Canadian  exporter  were  to  try  to  send  his  product 
into  the  United  States  without  declaring  the  sales  tax  as  part  of  the  value  for 
duty.  The  United  States  authorities  would  then  add  the  amount  of  the  sales 
tax  and  would  very  likely  add  a  penalty  for  undervaluation,  which  penalty  would 
be  exactly  equal  to  the  amount  of  the  8  per  cent  sales  tax  which  the  exporter 
omitted  to  declare.  I  am  describing  this  situation  which  exists  to-day,  but  it  is 
to  be  rectified.  One  of  the  results  of  the  Geneva  discussion  was  an  agreement 
in  the  charter  itself  as  to  a  change  in  the  method  of  valuation  for  duty,  and 
as  that  is  in  Mr.  Deutsch’s  field  I  might  perhaps  ask  him  to  explain  exactly 
what  has  been  done  about  that. 

Mr.  Detjtsch:  The  provisions  in  the  charter  as  to  customs  administration, 
to  which  we  referred  the  other  day,  have  a  requirement  that  once  this  agree¬ 
ment  is  adopted  and  goes  into  force  countries  will  not  be  permitted  to  include 
in  the  value  for  duty  any  domestic  sales  taxes  or  excise  taxes  which  are  refunded 
upon  the  export  of  the  commodities. 

Hon.  Mr.  McLean:  Very  good. 

Mr.  Detjtsch:  Therefore  when  this  agreement  is  adopted  it  will  make  a 
very  important  change  in  United  States  customs  laws  which  will  be  greatly 
to  our  benefit. 

The  'Chairman:  If  the  sales  tax  is  not  imposed,  how  can  it  be  refunded? 

Mr.  Detjtsch:  I  understand  the  situation  in  our  country  to  be  that  goods 
produced  are  taxed  8  per  cent,  and  that  the  tax  on  any  goods  which  are 
exported  is  refunded.  After  this  agreement  comes  into  force  the  refund  must 
be  recognized  and  cannot  be  included  in  the  value  for  duty.  That  change  will 
be  greatly  to  our  advantage. 

Hon.  Mr.  McKeen:  That  would  help  the  canned  salmon  business. 

Mr.  Detjtsch:  Yes. 

Hon.  Mr.  Robertson:  It  applies  to  all  the  range  of  exports. 

Mr.  McKinnon:  Once  Congress  approves  the  charter  this  will  have  the 
effect  of  a  further  horizontal  reduction  in  duty,  because  it  will  mean  a  lowering 
of  duty  on  all  the  goods  we  export. 

Hon.  Mr.  Robertson:  All  that  are  dutiable. 

Mr.  Kemp:  May  I  refer  to  one  other  point?  There  was  a  reference  to  the 
item  of  clam  juice,  on  which  we  pay  35  per  cent  duty  and  on  which  no  concession 
was  made.  We  also  are  disappointed  that  it  was  not  possible  to  obtain  a 
concession  on  that,  but  I  think  I  explained  yesterday  that  the  items  on  which 
the  United  States  negotiators  were  permitted  to  take  any  action  were  those 
included  in  their  statutory  list,  a  grey  book  which  was  exhibited  to  the  committee 
The  item  of  clams  is  included  in  that  grey  book,  but  the  item  of  clam  juice  is 
not;  therefore  no  matter  what 'efforts  were  made  in  Geneva  it  was  quite  impos¬ 
sible  for  us  to  obtain  any  concession  on  the  item  of  clam  juice.  But  it  is  very 
useful  and  helpful  for  the  senator  to  have  mentioned  that  matter  here,  because, 
as  was  said  before,  we  are  not  without  hope  that  there  may  be  further  oppor¬ 
tunities  to  take  up  some  of  these  matters  with  the  United  States  authorities. 

With  regard  to  another  point,  namely,  sardines,  I  have  been  looking  through 
my  records  quickly  during  the  proceedings  and  I  do  not  find  that  we  lost  any 
preference  on  sardines  anywhere  in  the  Empire.  I  may  be  wrong,  for  I  did  not 
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have  time  to  go  through  the  records  thoroughly,  but  I  do  not  think  that  our 
position  on  sardines  has  been  worsened. 

Hon.  Mr.  Howard:  The  Canadian  government  gave  more  jpower  to  our 
negotiations  than  United  States  government  gave  to  itk  negotiators? 

Mr.  Kemp:  It  is  quite  true,  sir,  that  our  government  did  not  specify  a  list 
of  things  that  could  or  could  not  be  dealt  with. 

Hon.  Mr.  McKeen:  Was  there  any  other  country  that  restricted  its 
negotiations  as  the  United  States  did? 

Mr.  Kemp:  Of  'course,  sir,  we  did  not  know  what  instructions  the  other 
negotiators  may  have  received. 

Hon.  Mr.  McKeen:  But  to  your  knowledge  were  the  representatives  of 
any  other  country  restricted  as  those  of  the  United  States  were? 

Mr.  McKinnon:  May  I  put  it  this  way,  sir,  that  no  other  country  furnished 
its  representatives  with  a  statutory  list  of  items  that  could  be  dealt  with. 

The  Chairman:  In  addition,  there  is  that  50  per  cent  restriction. 

Hon.  Mr.  Haig:  That  is  not  as  bad  as  the  list. 

Hon.  Mr.  Howard:  The  fact  that  some  items  were  omitted  from  the  United 
States  list  would  appear  to  give  a  chance  for  further  negotiations. 

Mr.  McKinnon:  That  is  true,  senator.  The  United  States  list  was  very 
extensive  and  included  by  far  the  greater  part  of  their  tariff;  but  the  United 
States  government  was  aware  that  certain  countries  would  not  be  represented 
at  Geneva  and  no  doubt  it  kept  out  of  the  list  certain  items  of  prime  importance 
to  those  countries. 

The  Chairman:  The  list  was  not  really  intended  to  restrict  negotiations  at 
Geneva  with  respect  to  items  of  interest  to  the  countries  represented  there. 

Hon.  Mr.  McKeen  :  In  picking  the  country  to  negotiate  with  as  the  principal 
supplier  the  United  States  did  not  stick  entirely  to  statistical  figures.  In  some 
cases  they  designated  a  particular  country  as  potentially  the  principal  supplier 
and  negotiated  with  that  country.  In  some  instances  might  this  not  put  a  country 
which  was  actually  the  principal  supplier  of  a  certain  item  at  a  disadvantage, 
in  that  the  country  which  was  designated  as  a  potentially  principal  supplier 
might  not  at  the  moment  be  interested  in  that  particular  item,  and  as  a 
consequence  no  concession  would  be  obtained? 

Mr.  Deutsch:  That  is  possible. 

Hon.  Mr.  McKeen:  For  instance,  China^was  considered  to  be  the  principal 
supplier  of  snacks,  but  information  before  this  committee  is  that  at  present 
China  is  not  shipping  snacks  to  the  United  States,  so  possibly  it  did  not  ask 
for  any  concession. 

Hon.  Mr.  Lambert:  Were  any  items  omitted  on  account  of  Russia? 

Hon.  Mr.  McKeen:  Canned  salmon  was  not  touched  because  Russia  was 
a  potentially  principal  supplier. 

Hon.  Mr.  Lambert:  What  about  newsprint? 

Mr.  McKinnon:  Newsprint  was  negotiated,  and  we  got  that  bound  free. 

The  Chairman:  Gentlemen,  if  you  have  finished  with  the  questions  on 
the  general  charter,  is  it  your  desire  to  go  on  with  the  tariff  items? 

Hon.  Mr.  Robertson:  Before  we  do  that,  I  should  like  to  ask  a  question 
that  may  have  been  answered  when  I  was  not  present  yesterday.  I  believe 
it  was  Senator  Kinley  who  asked  whether  currency  depreciation  was  involved 
in  this  charter,  and  Mr.  Deutsch  replied  that  it  was  only  incidental  to  it  because 
it  was  covered  in  the  International  Monetary  Fund.  As  a  result  of  being  in 
the  International  Monetary  Fund  and  bound  by  its  provisions  to  maintain  some 
reasonable  stability  in  currency,  or  because  we  withdrew  from  that  position 
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or  were  bound  separately  and  did  not  observe  the  rules  in  regard  to  it,  could 
we  look  forward  to  enjoying  the  continued  benefits  of  reduced  tariffs  in  other 
countries?  To  put  it  more  specifically  let  us  suppose  for  the.  sake  of  argument 
that  we  withdrew  from  the  International  Monetary  Fund,  and  as  a  result  our 
exchange  rate  went  down  to  a  low  figure,  could  we  then  suggest  that  other 
countries  extend  to  us  the  benefit  of  trade  by  reason  of  reduced  tariffs  or  as 
respect  to  quotas?  In  what  respect  is  the  question  of  currency  depreciation 
on  our  part,  or  currency  stability,  tied  up  with  the  question  of  these  advantages 
in  the  export  markets  which  we  at  the  present  enjoy  under  these  agreements? 

Mr.  Deutsch:  Senator  Robertson,  in  the  first  place,  this  charter  recom¬ 
mends  that  countries  that  'are  members  of  this  trade  organization  should  also 
be  members  of  the  International  Monetary  Fund.  If  there  is  not  joint  member¬ 
ship  the  countries  who  are  not  members  of  the  International  Monetary  Fund 
would  not  have  any  obligation  with  respect  to  maintaining  a  reasonable  stability 
in  their  exchange.  Those  countries  who  did  not  have  that  obligation  could, 
presumably,  depreciate  their  exchanges  at  will,  and  they  could  enter  into 
competitive  exchange  depreciation,  and  thereby  gain  advantages  over  other 
countries  who  were  not  permitted  to  do  that. 

At  Geneva  it  was  felt  that  unless  there  was  joint  membership  there  would 
not  be  equality  of  obligation:  You  could  not  expect  countries  to  give  concessions 
on  tariffs  to  other  countries  who'  were  perfectly  free  to  depreciate  their  exchange 
at  any  time,  or  to  any  extent,  which  could  pretty  well  nullify  the  concessions 
which  were  given  to  other  countries. 

The  Chairman:  But  the  members  of  the  fund  can  depreciate  their 
currency  10  per  cent,  can  they  not? 

Mr.  Deutsch:  Yes,  that  is  true. 

It  was  felt  that  if  a  country  was  not  a  member  of  the  International  Monetary 
Fund,  it  should  be  required  to  enter  into  an  exchange  agreement  with  this 
organization.  This  exchange  agreement  would  have  in  it  obligations  which  are 
similar  to  those  in  the  International  Monetary  Fund,  and  there  would  be  a 
clause  in  that  exchange  agreement  concerning  the  question  of  exchange  deprecia¬ 
tion  which,  presumably,  would  require  those  countries  to  maintain  a  reasonable 
stability  of  their  exchange.  Withdrawal  from  the  monetary  fund  would  not 
in  fact  relieve  a  country  of  its  obligation  to  maintain  reasonable  stability  of 
exchange;  if  it  wanted  to  belong  to  this  organization,  it  would  necessarily  have 
to  enter  into  an  agreement  equivalent  to  the  obligations  of  the  International 
Monetary  Fund,  with  this  organization. 

Hon.  Mr.  Robertson:  Is  the  effect  of  the  agreement  this,  that  if  we  are 
going  to  belong  to  this  club  and  give  advantages,  we  have  to  maintain  a  reason¬ 
able  exchange  stability? 

Mr.  Deutsch  :  That  is  the  effect  of  the  obligations  in  this  agreement. 

Hon.  Mr.  Haig:-  But  the  International  Monetary  Fund  will  allow  a 
reduction  of  10  per  cent,  if  a  country  so  desires  it. 

Mr.  Deutsch:  Yes,  that  is  true. 

Flon.  Mr.  Robertson:  I  am  speaking  about  reductions  beyond  that  figure. 

Mr.  McKinnon  :  Ten  per  cent  is  regarded  as  a  tolerance. 

Mr.  Deutsch:  To  the  extent  of  ten  per  cent  one  can  act  on  his  own, 
and  does  not  require  the  permission  of  anybody,  but  beyond  that  it  is  necessary 
to  get  'agreement. 

Hon.  Mr.  Moraud:  I  do  not  know  whether  this  question  applies  to  the 
subject  now  before  us,  but  there  appeared  in  the  morning  newspaper  today  a 
quotation  by  the  Assistant  Secretary  of  Commerce  in  the  United  States  to  the 
effect  that  we  were  the  only  country  to  which  the  export  of  crude  or  fuel  oils 
was  not  restricted,  and  that  all  other  countries  had  to  get  export  permits. 
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Hon.  Mr.  Howard:  That  is  correct. 

Hon.  Mr.  Moraud:  Does  that  provision  come  under  the  agreement?  The 
secretary  went  on  to  say  that  if  the  United  States  could  put  an  embargo  on 
fuel  oil  to  Canada  that  would  help  the  situation  in  New  England. 

Mr.  Deutsch:  I  believe  the  situation,  Mr.  Senator,  at  the  present  time  is 
this:  The  United  States  does  control  the  export  of  petroleum  and  petroleum 
products,  but  it  does  not  control  their  export  to  Canada.  That  is  as  a  result 
of  the  Hyde  Park  Agreements  which  in  certain  respects  are  still  in  effect.  Under 
those  agreements  the  United  States  did  not  impose  export  controls  on  items 
going  to  Canada  during  the  war.  They  have  maintained  that  policy  under  the 
Hyde  Park  Agreements,  and  at  the  present  time  while  the  United  States  is 
controlling  exports  to  other  countries,  she  is  not  controlling  them  to  Canada. 

The  Chairman:  When  does  the  agreement  expire? 

Mr.  Deutsch:  I  believe  it  has  no  definite  expiry  date;  it  is  just  running  on. 

Hon.  Mr.  Moraud:  They  cannot  control  these  products  under  the  pro¬ 
visions  of  the  Hyde  Park  Agreements. 

Mr.  Deutsch:  It  has  that  effect;  there  is  still  the  general  understanding 
under  the  Hyde  Park  Agreements,  which  as  far  as  I  know  have  no  definite 
term.  As  to  whether  or  not  they  consider  it  wise  to  take  this  action,  and 
thereby  more  or  less  modify  the  Hyde  Park  Agreement,  is  a  question  that  I 
cannot  answer. 

The  Chairman:  Can  the  United  States  terminate  that  agreement  at  will 
without  giving  notice? 

Mr.  Deutsch  :  I  am  not  certain  about  that,  Mr.  Senator. 

Hon.  Mr.  Campbell:  Are  fuel  oil  and  petroleum  products  dealt  with  in 
the  schedules? 

Mr.  Deutsch:  Under  this  agreement  they  are  not  permitted  to  place  an 
embargo  or  control  on  exports,  except,  as  I  said  before,  there  are  certain 
provisions  to  take  care  of  immediate  post-war  difficulties.  One  exception  has 
to  do  with  items  that  are  in  short  supply;  until  1950  a  period  is  provided  in 
this  agreement  giving  time  for  countries  to  adjust  their  controls,  particularly 
on  scarce  items ;  and  in  these  special  circumstances  they  may  put  on  a  control 
for  a  temporary  period  only. 

That  is  to  say,  in  respect  to  scarce  items  a  country  could  probably  put  a 
control  on  for  a  temporary  period  in  accordance  with  the  agreement,  for  the 
time  being,  but  they  could  not  do  it  as  a  permanent  measure. 

The  Chairman:  In  spite  of  the  Hyde  Park  Agreement? 

Mr.  Deutsch:  Hyde  Park  is  a  separate  question. 

Hon.  Mr.  Moraud:  I  understand  that  there  is  no  duty  on  fuel  oil,  but 
there  is  on  the  manufactured  product,  gasoline. 

Mr.  Deutsch:  That  is  correct. 

Hon.  Mr.  Moraud:  If  in  spite  of  our  agreement  duties  were  put  on  fuel, 
or  fuel  oils,  that  would  have  the  effect  of  putting  on  an  embargo. 

Mr.  Deutsch:  No,  they  could  not  put  a  duty  on  the  export  of  fuel  oil.  That 
would  not  be  permitted  under  this  agreement. 

Hon.  Mr.  Moraud:  Why  could  they  not? 

Mr.  Deutsch:  It  would  be  contrary  to  the  terms  of  the  agreement. 

Hon.  Mr.  Moraud:  Of  the  Geneva  agreement? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  McKeen:  Then  I  take  it  that  the  Hyde  Park  agreements  are 
giving  us  the  benefits  with  regard  to  fuel  oil  and  lubricating  oils  that  we  will 

have  under  the  Geneva  agreement  in  1950? 
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Mr.  Deutsch:  Yes,  in  a  sense  that  is  right. 

Hon.  Mr.  Howard:  I  think  it  would  he  only  fair  to  the  record  to  give 
the  answer  which  is  given  here.  The  paper  also  went  on  to  say  that  in  reply 
to  that  question  it  was  stated  that  the  imports  into  the  United  States  from 
other  countries,  if  they  did  act  as  was  proposed  by  this  senator,  would  probably 
be  sent  to  Canada  instead  of  the  United  States  to  make  up  for  the  deficiency. 

Hon.  Mr.  Moraud:  This  order  was  rescinded  afterwards? 

Mr.  Deutsch:  The  order  was  rescinded  afterwards,  yes,  senator. 

Hon.  Mr.  Moraud:  But  that  was  done  by  Canada? 

Mr.  Deutsch:  That  was  done  by  Canada,  yes,  sir,  not  by  the  United 
States. 

Hon.  Mr.  Lambert:  Are  there  any  other  articles  besides  oil  operating 
under  the  Hyde  Park  agreement? 

Mr.  Deutsch:  Yes,  sir,  the  United  States  has  at  this  time  export  controls 
on  quite  a  large  number  of  items.  They  have  for  instance  control  over  steel 
exports  to  other  countries,  but  they  have  not  export  control  on  it  going  into 
Canada. 

Hon.  Mr.  Moraud:  Just  coming  in? 

Mr.  Deutsch:  Just  coming  in.  That  was  due  to  the  understanding  that 
was  reached  under  the  Hyde  Park  agreements.  They  did  that  during  the  war. 
They  did  not  impose  export  control  on  things  coming  into  Canada,  and  they 
are  still  carrying  on  that  way,  although  at  the  same  time  they  are  imposing 
export  controls  on  some  goods  to  other  countries. 

The  Chairman  :  They  might  reimpose  that. 

Mr.  Deutsch:  Or  they  might  ask  us  to  do  certain  things.  But  just  how 
that  will  be  terminated  or  amended  I  do  not  know.  I  don’t  think  that  was  too 
specific. 

Hon.  Mr.  Moraud:  What  items  mentioned  in  the  Hyde  Park  agreement 
are  excluded  from  the  Geneva  agreement? 

Mr.  Deutsch:  There  are  no  items  mentioned  in  the  Hyde  Park  agreement. 
It  is  just  a  general  statement  that  the  two  countries  will  organize  their  economies 
to  facilitate  war  production  in  both  countries,  and  some  of  the  understandings 
under  it  have  been  carried  on  into  peace  time. 

Hon.  Mr.  Haig:  Was  the  Hyde  Park  agreement  a  gentlemen’s  agreement 
or  was  it  ever  approved  by  Congress? 

Mr.  Deutsch:  No  sir,  it  was  just  approved  by  the  American  administration 
and  the  Canadian  government. 

Hon.  Mr.  Davies:  Yesterday  I  asked  a  question  which  I  understood  would 
be  answered  when  Mr.  McKinnon  or  Mr.  Kemp  was  before  the  committee. 
That  was,  on  what  percentage  did  we  reduce  the  duty  and  on  what  percentage 
did  we  increase  it? 

Mr.  McKinnon:  You  mean  on  the  Canadian  tariff? 

Hon.  Mr.  Davies:  Yes. 

Mr.  McKinnon:  Well,  Schedule  V,  which  is  the  schedule  to  the  agreement 
relative  to  the  Canadian  tariff,  contains  about  1,050  items.  Of  those,  practically 
400  odd  are  bound  at  the  present  rate,  and  the  remaining  600  or  500  odd  are 
reduced  in  rate.  I  have  put  it  in  very  round  figures;  out  of,  shall  we  say,  a 
thousand  items  in  the  schedule  somewhat  more  than  one-third  are  bound  at  the 
present  rate,  and  somewhat  less  than  two-thirds  reduced. 

The  Chairman:  Can  you  tell  us  what  that  means  in  terms  of  dollars  or 
volume? 
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Mr.  McKinnon:  No,  we  have  never  even  calculated  it,  Mr.  Euler.  The 
reason  we  did  not  calculate  it  was  this.  On  both  sides  of  the  table  at  Geneva, 
with  different  countries,  there  was  very  frequently  the  temptation  to  talk  in 
terms  of  the  dollar  value  or  the  volume  of  trade  say  in  1946.  We  took  the 
ground  that  that  was  in  a  sense  fictitious,  because  the  trade  was  artificial — 
so  much  of  it  was  replenishment  of  war-created  deficiencies— and  we  restricted 
our  discussions  to  the  basis  of  the  year  1939. 

The  Chairman:  It  would  not  be  representative  of  normal  conditions? 

Mr.  McKinnon:  That  is  the  point.  We  insisted  that  we  keep  all  our 
discussions  on  the  basis  of  1939,  so  we  did  not  make  any  effort,  Mr.  Chairman, 
to  determine  what  these  reductions  might  mean  in  terms  of  greater  volume  or 
value  of  trade,  because  we  felt  that  we  were  getting  too  far  from  a  stable  basis 
if  we  attempted  to  do  that. 

Hon.  Mr.  Robertson:  I  have  been  asked  to  ask  Mr.  McKinnon  if  he 
could  throw  any  light  on  the  United  States  attitude  re  the  duty  differential 
applying  to  dried  cod  over  and  under  a  43  per  cent  moisture  content. 

Mr.  McKinnon:  I  can  throw  a  certain  amount  of  light  on  that,  Senator 
Robertson.  We  negotiated  reductions  on  both.  I  think  what  is  in  the  mind 
of  the  member  of  the  committee  asking  the  question  is  that  there  is  still  a 
differential  between  the  two  types,  the  dry  and  the  wet  cod;  and  Mr.  Kemp, 
who  secured  the  concession  on  both,  and  is  technically  competent,  more  so  than 
I  am,  will  be  glad  to  explain  the  situation. 

Mr.  Kemp:  I  will  be  glad  to  tell  you  what  I  can,  sir.  The  items  in 
question  are  under  United  States  tariff  item  719  (2)  and  under  the  old  arrange¬ 
ment — I  will  read  the  item  to  you: 

(2)  cod,  haddock,  hake,  pollock,  and  cusk,  skimmed  or  boned, 
whether  or  not  dried,  2  cents  per  pound  (except  that  the  vertebral  column 
may  be  removed) .... 

Now  this  is  divided  into  two  parts:  when  containing  not  more  that  43  per  cent 
of  moisture  by 'weight,  and  when  containing  more  than  43  per  cent  of  moisture  by 
weight.  Under  the  first  item,  when  containing  not  more  than  43  per  cent  of 
moisture  by  weight,  the  old  rate  of  duty  was  five- eighths  of  a  cent  a  pound, 
and  it  has  been  reduced  to  half  a  cent  a  pound.  That  is,  it  is  reduced  from 
five-eights  to  four-eighths  of  a  cent.  On  the  other  part  of  the  item,  when 
containing  more  than  43  per  cent  of  moisture  by  weight,  the  old  rate  was 
three-eighths  of  a  cent  a  pound;  it  has  been  reduced  to  one-fourth  of  a  cent:  in 
other  words,  it  has  been  reduced  from  three-eights  to  two-eighths.  So  that  the 
differential  between  the  two  rates,  which  was  formerly  a  quarter  of  a  cent  a 
pound,  is  still  a  quarter  of  a  cent  a  pound,  but  both  of  the  rates  are  lower  than 
they  were  before. 

The  Chairman:  One-eighth  of  a  cent  in  each  case. 

Mr.  Kemp:  That  is  right,  sir.  Now,  the  trade  statistics  for  1939  show  that 
in  1939  we  exported  to  the  United  States  $81,000  worth  under  43  per  cent,  and 
$925,000  worth  over  43  per  cent  moisture.  So  that,  at  least  at  that  time,  the 
exports  over  43  per  cent  moisture  were  eleven  times — between  eleven  and  twelve 
times — as  great  as  the  exports  under  43  per  cent  moisture.  It  is  evident  there¬ 
fore  that  we  had  at  that  time  an  export  interest  in  fish  belonging  to  both  of  these 
two  classes,  but  that  our  export  interest  in  the  fish  with  the  higher  moisture 
content  was  very  much  greater  than  it  was  in  the  fish  of  lower  moisture  content. 
At  Geneva  we  had  an  interest,  and  Newfoundland  also  had  an  interest.  The 
Newfoundland  fish  are  more  largely  of  the  high  moisture  content  type;  and 
a  request  was  made  for  a  concession  on  this  kind  of  fish,  not  only  by  ourselves, 
on  the  basis  of  our  1939  experience,  but  also  by  the  United  Kingdom  acting  on 
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behalf  of  the  Newfoundland  government.  When  the  United  States  therefore 
made  these  concessions,  we  suppose  that,  while  Canada  was  recognized  as 
the  principal  supplier  at  the  moment  of  both  of  these  items,  they  also  took  into 
account  the  fact  that  Newfoundland  had  a  special  interest  in  the  high  moisture 
content.  When  they  made  a  concession  on  one  of  the  items  they  always  felt 
that  they  had  to  make  the  concession  on  both  of  the  items,  and  make  an  equal 
concession  on  both  of  the  items,  rather  than  to  introduce  a  difference  or  change 
the  difference  from  that  which  had  existed  already.  As  I  mentioned  yesterday 
in  my  general  remarks,  the  United  States  negotiators  appeared  throughout  not 
to  be  anxious  to  do  anything  that  would  savour  of  a  discrimination  among  the 
countries  with  which  they  were  dealing.  It  would  have  been  very  difficult  for 
them  to  make  a  concession  on  the  item  that  was  of  greater  interest  to  the  one 
country  without  making  the  concession  at  the  same  time  on  the  item  that  was 
of  greater  interest  to  the  other  country.  That,  however,  is  only  speculation  on 
my  part.  This  is  perhaps  all  that  I  can  really  say  of  my  own  knowledge  with 
regard  to  what  happened. 

Hon.  Mr.  McKeen:  T  would  like  to  ask  a  question  in  that  regard.  That 
has  brought  up  this  point.  When  negotiations  were  carried  on  with  the  principal 
suppliers,  was  it  permissible  at  Geneva  for  other  countries  which  were  interested 
in  that  product  to  sit  in  on  those  negotiations  as  well  as  the  principal  supplier? 

Mr.  Kemp:  There  were  not  in  general  three-cornered  negotiations.  There 
were  in  exceptional  cases  a  few  instances  that  we  heard  of  where  some  other 
countries  sat  in.  For  example,  when  we  negotiated  some  of  the  fish  items 
with  the  United  States  we  did  have  representatives  from  Newfoundland,  and 
when  they  were  negotiating  fish  items  and  fish  oils  we  had  representatives  also. 
But  while  as  a  general  thing  a  third  party  did  not  take  part  in  the  negotiations, 
there  was  nothing  to  prevent  a  third  party  from  making  a  request  on  an  item, 
even  though  not  the  principal  supplier.  We  ourselves  made  many  requests  on 
items  of  which  we  were  not  the  principal  suppliers,  in  the  hope  that,  even 
though  we  might  not  have  as  much  influence  as  the  principal  supplier,  they 
might  nevertheless  be  willing  to  pay  some  attention  to  our  attitude  in  the 
matter. 

The  Chairman:  And  did  they? 

Mr.  Kemp:  We  think  that  in  some  cases  they  did. 

Hon.  Mr.  Robertson:  On  that  question  of  moisture  content,  I  am  advised 
that  from  our  point  of  view  in  Nova  Scotia,  it  would  be  desirable  to  have  that 
differential  removed,  or  failing  that,  the  percentage  increased.  Is  that  43  per 
cent  provision  more  or  less  a  fixed  part  rof  the  American  tariff? 

Mr.  Kemp:  Yes.  They  did  not  change  the  wording  of  tariff  items  at 
Geneva.  They  could  take  a  tariff  item  and  break  it  up  into  different  parts, 
but  they  could  not,  for  example,  have  changed  the  43  per  cent  to  40  per  cent 
or  50  per  cent,  if  it  would  have  the  effect  of  changing  any  duty  by  more  than 
50  per  cent. 

Hon.  Mr.  Robertson:  Would  that  be  a  point  on  which,  in  any  future 
negotiations,  it  might  be  possible  to  reflect  the  specific  viewpoint  of  the  Canadian 
exporter,  either  by  having  the  tariff  items  the  same  or,  failing  that — and  I  am 
advised  that  from  our  point  of  view  this  would  be  desirable  and  necessary — 
by  having  the  percentage  increased? 

Mr.  Kemp:  During  the  recent  negotiations  the  powers  of  the  negotiators 
were  those,  of  course,  laid  down  in  their  Reciprocal  Trade  Agreements  Act. 
But  if  in  some  future  negotiations  they  were  to  operate  under  some  different 
authorization,  as  for  example,  if  they  were  to  operate  under  the  direct  authority 
of  Congress,  it  would  then  be  possible  for  them  to  work  on  a  different  plan. 

Hon.  Mr.  Robertson  :  For  instance,  the  other  day  in  the  House  of  Com¬ 
mons  a  minister  intimated  that  further  negotiations  were  in  progress.  Are  they 
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necessarily  limited  to  any  specific  range  or  can  points  come  up  similar  to  the 
one  that  Senator  McLean  brought  up? — It  is  within  the  rights  of  our  negotiators 
to  try  along  any  specific  lines  we  are  interested  in? 

Mr.  Kemp:  That  is  true,  and  congress  could  do  as  it  pleases. 

Hon.  Mr.  Robertson:  As  in  the  case  of  the  specific  technical  suggestion 
you  made  to  Senator  McLean  of  his  advising  you  on  the  technical  aspects  of  this 
problem,  it  would  be  equally  applicable  to  this  point? 

Mr.  Kemp:  Yes,  sir. 

The  .Chairman:  Are  there  any  other  questions? 

Hon.  Mr.  Campbell:  I  should  like  to  hear  something  with  respect  to  the 
changes  of  duty,  if  any,  covering  automobiles  and  automobile  parts  between 
Canada  and  the  United  States. 

The  Chairman:  Does  that  come  under  the  schedule? 

Mr.  McKinnon:  They  are  under  the  schedule,  yes. 

The  Chairman:  Do  you  want  a  general  answer,  Senator  Campbell? 

Hon.  Mr.  Campbell:  Yes. 

Mr.  McKinnon:  From  the  Canadian  tariff  end,  the  automobile  item  itself 
and  the  more  important  items  on  parts  are  in  the  schedule  and  bound  at  the 
existing  rates. 

Hon.  Mr.  Campbell:  At  the  existing  rates? 

Mr.  McKinnon:  Yes. 

Hon.  Mr.  Haig:  Under  the  preferential  agreements  with  the  other  parts 
of  the  Commonwealth  we  have  certain  rights  with  respect  to  a  certain  percentage 
of  a  car  manufactured  in  Canada.  Has  there  been  any  change  in  that  situation? 

Mr.  McKinnon:  Australia  in  particular  had  a  very  high  content  require¬ 
ment. 

Mr.  Kemp:  There  were  no  changes  so  far  as  I  remember,  sir.  It  was 
recognized  that  a  country  extending  a  preference  was  entitled  to  set  up  whatever 
requirements  it  saw  fit  as  a  condition  for  granting  the  preference. 

Hon.  Mr.  Haig:  I  know  that.  That  was  said  by  someone  before,  but 
there  has  been  talk  abroad  that  there  was  some  curtailment  of  the  British 
preference  in  certain  markets.  With  respect  to  automobiles  manufactured  by 
Ford  in  Canada  and  sold  in  South  Africa,  Australia  and  New  Zealand,  has  there 
been  any  change  in  these  regulations  at  all,  and  if  so,  what? 

Mr.  McKinnon:  I  am  sorry  but  we  misunderstood  you.  I  thought  you 
were  speaking  of  the  content,  but  you  are  speaking  now  of  the  rate  of  duty 
involving  the  preference. 

Hon.  Mr.  Haig:  Yes. 

Mr.  McKinnon:  Mr.  Kemp  can  answer  that. 

Mr.  Kemp:  If  the  honourable  senator  will  give  me  just  a  moment  to  look 
up  my  figures.  No  preferences  that  Canada  enjoyed  on  automobiles  have  been 
eliminated.  With  regard  to  reductions  in  preference  the  following  changes  have 
been  made  in  Australia. 

On  gears  in  Australia  the  most-favoured-nation  rate  has  been  reduced 
from  40  per  cent,  plus  two  shillings  per  pound,  to  37^  per  cent  plus  two  shillings 
a  pound,  so  that  as  Canada  used  to  receive  and  still  receives  the  most-favoured¬ 
nation  rate  rather  than  the  preferential  rate,  that  happens  to  be  a  case  where 
the  change  was  to  our  advantage  although  it  is  a  very  slight  one.  The  rate 
against  us  has  been  reduced  by  2J  per  cent. 

Hon.  Mr.  Haig:  Does  that  apply  to  United  States  exports? 

Mr.  Kemp:  That  is  true. 
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Mr.  McKinnon:  We  have  no  preference  now  but  both  we  and  they  have 
a  lower  rate. 

The  Chairman:  It  keeps  us  on  an  equality  basis  with  the  United  States 
on  that  item. 

Mr.  Kemp:  Yes.  With  regard  to  the  unassembled  chassis,  in  Australia  the 
margin  in  favour  of  Canada  has  been  reduced  from  threepence  to  twopence  a 
pound  so  that  there  is  actually  a  reduction  in  the  preference  that  we  enjoy  there 
to  the  extent  of  a  penny  a  pound. 

Hon.  Mr.  Haig:  And  in  favour  of  the  United  States. 

Mr.  Kemp:  Of  all  most-favoured-nation  countries. 

Hon.  Mr.  Haig:  That  means  the  United  States. 

Mr.  Kemp:  The  new  rates  if  you  wish  to  have  them  are: 

British  preference:  ^d  a  pound;  Canadian:  3d  and  most-favoured-nations: 
5d.  The  United  States  enjoys  the  most-favoured-nation  rate  of  fivepence  a 
pound,  Canada  enjoys  the  rate  of  threepence  a  pound  and  the  United  Kingdom 
enjoys  the  rate  of  a  halfpenny  a  pound. 

The  Chairman  :  The  United  Kingdom  was  a  great  exporter  of  automobiles 
to  Australia  in  competition  with  Canada  and  the  United  States.  Has  that  been 
altered  any?  Are  we  prejudiced  in  this  agreement  as  compared  with  what  we 
had  before?  I  am  speaking  with  reference  to  Great  Britain. 

Mr.  Kemp:  No,  sir.  Great  Britain  formerly  enjoyed  an  advantage  as 
compared  with  us  in  the  Australian  market.  She  still  enjoys  an  advantage 
and  it  is  neither  greater  nor  less  than  it  was  before. 

Hon.  Mr.  Campbell:  Was  there  not  an  advantage  to  the  Canadian  com¬ 
panies  manufacturing  motor  cars  in  Canada  and  shipping  them  to  the  United 
Kingdom,  Australia  and  New  Zealand,  as  against  the  manufacturers  of  the 
United  States  shipping  cars  to  these  same  countries?  We  had  a  preferential  rate. 

Mr.  Kemp:  Yes. 

Hon.  Mr.  Campbell:  And  I  understand  you  to  say  that  that  has  not 
been  eiliminated? 

Mr.  Kemp:  Not  entirely  but  there  has  been  a  reduction  in  the  margin  of 
preference  that  we  enjoy. 

Hon.  Mr.  Haig:  There  is  still  some  preference? 

Mr.  Kemp:  Yes,  we  have  retained  two-thirds  of  the  preference  we  'had. 

Mr.  McKinnon:  If  you  calculate  the  total  amount  of  preference  in  a 
chassis  it  is  quite  a  bit.  If  you  calculate  it  on  two  pence  a  pound  it  would  still 
be  a  substantial  preference  because  of  the  number  of  pounds  in  a  chassis. 

Hon.  Mr.  Campbell:  Was  there  any  change  in  the  duty  on  a  completed 
car  or  on  automobile  parts  going  into  the  United  States? 

Mr.  Kemp:  Not  so  far  as  I  know. 

Hon.  Mr.  Haig:  There  is  a  question  that  I  wish  to  ask  which  might  be 
inclined  to  be  political  but  if  it  is  the  chairman  can  stop  me.  The  new  pro¬ 
gram  commenced  by  the  government  indicates  that  they  would  like— and 
I  thoroughly  agree — to  manufacture  some  parts  of  automobiles  in  Canada  and 
be  allowed  to  sell  them  to  the  United  States,  and  then  we  could  buy  other  parts 
in  the  United  States  and  bring  them  back  to  Canada.  Is  there  anything  in  the 
agreement  effecting  that  kind  of  situation  at  all? 

Mr.  Kemp:  Would  you  give  me  a  moment  to  look  up  the  figure?  I  think 
I  have  made  an  error  in  an  answer  I  gave  previously. 

Mr.  McKinnon:  Mr.  Chairman,  while  Mr.  Kemp  is  looking  up  the  precise 
figure  may  I  reply  to  Senator  Haig,  and  say  that  while  we  were  negotiating  at 
Geneva  there  had  been  no  announcement  of  the  nature  that  Senator  Haig  has 
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referred  to.  We  worked  as  tariff  officials,  purely  on  the  basis  of  tariff  and  all  we 
did  in  respect  to  the  Canadian  tariff  was  to  bind  the  existing  situation.  There¬ 
fore,  if  there  should  be  anew  program  we  can  start  from  scratch,  so  to  speak. 

Hon.  Mr.  Haig:  The  Geneva  agreement  does  not  stop  that? 

Mr.  McKinnon  :  No.  Under  the  Geneva  agreement  to  date  we  have 
conserved  our  resources,  if  you  would  like  do  put  it  that  way.  They  may  be 
reduced  under  the  agreement  but  as  it  stands  now -under  the  agreement  they 
have  not  been  reduced. 

Hon.  Mr.  Haig:  Your  agreements  have  not  affected  that  position? 

Mr.  McKinnon:  No. 

Hon.  Mr.  Haig:  That  is  still  possible? 

Mr.  McKinnon:  Yes. 

Hon.  Mr.  Haig:  That  is  the  answer  I  wanted. 

Mr.  Kemp:  May  I  correct  a  statement  I  made  just  now?  I  said  so  far  as 
I  remembered  there  was  no  reduction  on  the  United  States  duty  on  automobile 
parts.  It  is  true  there  was  no  reduction  in  the  United  States  rate  of  duty  on 
automobiles  but  there  has  been  a  reduction  on  parts.  The  item  is  number 
369  (c)  in  the  United  States  tariff  which  reads  as  follows: 

Parts  (except  tires  and  except  parts  wholly  or  in  chief  value  of 
glass)  for  any  of  the  articles  enumerated  in  subparagraph  (a)  or  ( b )  of 
paragraph  369  of  the  Tariff  Act,  1939,  finished  or  unfinished,  not  separ¬ 
ately  provided  for.  For  motorcycles,  15  per  cent  ad  valorem,  no  change; 
other 

— that  would  be  for  motor  vehicles  other  than  motorcycles — 

the  rate  has  been  reduced  from  25  per  cent  to  12J  per  cent  ad  valorem. 

Now  the  trade  statistics  which  I  have  also  looked  up  during  the  past  few 
moments  show  that  in  1939  we  exported  $39,000  worth  of  automobile  parts  to  the 
United  States.  I  do  not  suppose  it  was  a  regular  business  but  it  sometimes 
happens  that  a  factory  on  the  other  side  may  be  temporarily  short  of  some 
parts  and  may  import  a  few  from  this  side  for  emergency  reasons.  I  would 
imagine  that  would  be  the  principal  reason  why  we  were  exporting  parts  to 
the  United  States  over  a  duty  of  twenty-five  per  cent  in  1939.  However,  in 
1946  when  conditions  were  also  probably  abnormal  in  many  ways,  our  export 
of  automobile  parts  to  the  United  States  was  considerably  more  extensive  and 
actually  reached  $2,700,000  worth. 

The  Chairman:  That  is  a  surprising  figure. 

Hon.  Mr.  Haig:  That  is  what  I  thought.  Thank  you  very  much. 

Hon.  Mr.  Campbell:  An  attempt  is  being  made  to  build  up  a  toy  industry 
in  Canada  today,  and  I  was  wondering  if  Mr.  Kemp  could  tell  us  what  the 
position  is  as  to  the  duty  on  toys? 

Mr.  Kemp:  My  recollection  is  that  the  rate  of  duty  on  toys  entering 
the  United  States  is  very  high;  I  think  it  is  70  per  cent.  It  was  one  of  the 
items  on  which  we  naturally  did  our  best  to  get  a  reduction,  but,  like  another 
one  mentioned  today,  it  is  not  in  the  grey  book.  We  understand  that  the  reason 
it  was  left  out  of  that  book  was  that  certain  other  countries  which  are  regarded 
as  the  world’s  great  toy  suppliers  were  not  represented  at  Geneva.  Therefore 
we  were  not  able  to  get  any  concession  on  that  big  toy  item. 

Hon.  Mr.  Campbell:  And  we  did  not  grant  any  reduction  at  all? 

Mr.  McKinnon:  Since  we  as  potential  suppliers  of  toys  were  not  able 
to  get  any  reduction  in  the  United  States  duty  of  70  per  cent,  we  declined  to  do 
anything  more  than  bind  our  present  duty  of  30  per  cent.  Although  they 
pressed  us  to  reduce  our  duty,  we  did  not  do  so. 
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Hon.  Mr.  Campbell:  Does  that  30  per  cent  apply  to  the  United  Kingdom? 

Mr.  McKinnon:  That  rate  applies  to  all  favoured  nations. 

The  Chairman:  Are  there  any  other  questions? 

Hon.  Mr.  Haig:  Mr.  Chairman,  I  move  that  the  committee  adjourn.  I 
think  the  discussion  we  have  had  here  has  been  most  beneficial,  and  the  publicity 
given  to  it  by  the  press  will  do  a  lot  of  good.  While  we  are  home  during  the 
recess  people  will  be  asking  us  about  various  matters  dealt  with  in  the  agreement, 
and  we  shall  be  able  to  take  up  these  points  after  the  session  resumes  in  the  New 
Year.  I  personally  feel  very  grateful  to  the  three  gentlemen  who  appeared  before 
us.  They  have  been  most  helpful. 

Hon.  Senators  :  Hear,  hear. 

Hon.  Mr.  Haig:  I  therefore  move  that  we  adjourn  now,  to  meet  at  the  call 
of  the  Chair  after  the  recess. 

The  committee  then  adjourned,  to  resume  at  the  call  of  the  Chair. 
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The  Honourable  Senator  Robertson,  seconded  by  the  Honourable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs;  and,  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second:  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and  Employ¬ 
ment  held)  at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  comple¬ 
mentary  agreements  of  October  30,  1947,  between  Canada  and  the  United  States1 
of  America,  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 

The  question  being  put  on  the  said  motion,  it  was — 

Resolved  in  the  affirmative. 
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MINUTES  OF  PROCEEDINGS 


Tuesday,  17-th  February,  1048. 

Pursuant  to  adjournment  and  notice  the,  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present :  The  Honourable  Senators — Euler,  Chairman ;  Ballantyne,  Bishop, 
Buchanan,  Crerar,  Davies,  Haig,  Kinley,  Macdonald,  (Cardigan) ,  McKeen, 
Robertson,  Turgeon  and  White — (13). 

The  Official  reporters  of  the  Senate  were  in  attendance. 

The  Committee  resumed  'Consideration  on  the1  subject  matter  of  the  General 
Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Applica¬ 
tion  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory 
Committee  -of  the  United  Nations  Conference  on  Trade  and  Employment  held 
at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  complementary 
agreements  of  October  30,  1947,  between  Canada  and,  the  United  States  of 
America:  and  between  Canada  and  the  United  Kingdom,. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board!,  was  again  heard  and 
questioned. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
of  Trade  and  Commerce,  was  again  heard  and'  questioned. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations,  Department  of  Finance, 
was  again  heard  and  questioned. 

On  motion  of  the  Honourable  Senator  Haig,  the  Committee  adjourned  at 
12.30  p.m„,  to  the  call  of  the  Chairman. 

Attest. 

H.  ARMSTRONG, 

Clerk  of  the  Committee. 


4 


MINUTES  OF  EVIDENCE 


The  Senate, 

Tuesday,  February  17,  1948. 

The  Standing  Committee  on  Canadian  Trade  Relations  resumed  this  day 
at  10.30  a.m. 

Hon.  Mr.  Euler  in  the  Chair. 

The  Chairman:  Gentlemen,  at  our  previous  meetings  we  had  explanations 
from  Mr.  McKinnon  and  his  associates,  of  the  Geneva  agreement  and  the  charter 
under  which  the  agreement  was  made,  and  at  the  time  we  adjourned,  before  the 
Christmas  recess,  I  think  those  explanations  had  been  fairly  well  completed. 
As  I  understand  it,  the  purpose  of  ^continuing  the  meetings  was  to  discuss  what 
tariff  concessions  we  obtained. 

The  Government  Leader,  Senator  Robertson,  would  like  to  make  a  statement 
and  perhaps  this  would  be  an  appropriate  time  for  it. 

Hon.  Mr.  Robertson:  Honourable  senators,  I  would  like  to  state  what  the 
situation  is  now,  as  far  as  my  information  goes.  It  will  be  recalled  that  before 
the  adjournment  the  subject-matter  of  the  resolution  was  referred  to  this  com¬ 
mittee  for  consideration,  and  after  some  meetings  we  adjourned  over  the  Christmas 
recess.  For  a  variety  of  reasons  it  has  not  been  possible  to  meet  again  earlier 
than  today.  Once  or  twice  I  had  in  mind  suggesting  that  a  meeting  be  called, 
but  I  found  that  the  room  had  been  pre-empted  by  some  other  committees.  On 
another  occasion  the  Chairman  was  unavoidably  away,  and  on  still  another 
occasion  I  was  unable  to  get  in  touch  with  the  departmental  officials. 

The  siufation  as  to  a  possible  joint  committee  of  the  Senate  and  House  of 
Commons  is  a  little  different  from  what  it  was  when  I  mentioned  the  possibility 
some  time  ago.  Mr.  King  had  suggested  that  in  the  due  course  the  Geneva  agree¬ 
ment  might  be  referred  to  a  joint  committee.  I  had  no  particular  ideas  about  that, 
but  I  felt  sure  the  Senate  would  be  willing  to  co-operate.  However,  we  went 
ahead  with  the  meetings  of  our  own  committee.  The  House  of  Commons  has 
so  far  not  referred  the  matter  to  a  committee  of  its  own,  and  I  understand  there 
is  some  doubt  over  there  as  to  the  effectiveness  of  a  joint  committee.  Mr.  King 
told  me  that  members  of  the  Opposition  feel  that  a  joint  committee  would  result 
in  repetition,  so  far  as  we  are  concerned,  but  they  would  like  to  have  copies 
of  the  evidence  given  here.  In  any  event,  the  idea  of  a  point  committee  has 
evidently  been  dropped.  I  did  not  press  for  it  because  what  was  suggested  was 
a  small  committee,  and  if  half  the  members  were  senators  it  would  mean  that 
only  a  few  senators  would  be  on  the  committee,  though  of  course  any  senator 
would  have  the  right  to  attend  its  meetings. 

One  purpose  in  calling  this  meeting  to-day  is  to  decide  whether  we  wish  to 
have  further  meetings  of  our  committee,  and  if  so  what  our  procedure  will  be. 

Some  question  has  arisen  in  the  Senate  as  to  whether  or  not  the  subject- 
matter,  having  been  referred  to  the  committee,  is  still  before  the  House.  Perhaps 
strictly  it  is  not.  However,  the  officials  are  here  today,  and  it  occurs  to  me  that 
perhaps  we  should  continue  asking  them  for  information,  and  after  that  we  could 
decide  on  our  future  course.  As  honourable  senators  know,  unless  some  unfore¬ 
seen  business  arises  I  intend  to  move  at  the  end  of  this  week  that  the  Senate 
adjourn  for  two  weeks.  The  committee  could  either  close  its  hearings  today  or 
continue  them  after  the  Senate  adjournment. 
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My  purpose  in  making  this  statement  has  been  to  point  out  two  things: 
first,  that  there  is  not  likely  to  be  a  joint  committee;  and  secondly,  that  there 
is  some  question  as  to  whether  or  not  it  is  in  order  to  continue  discussion  of  the 
matter  in  the  Senate  while  it  is  before  the  committee.  Whatever  the  committee 
decides  will  be  perfectly  agreeable  to  me. 

Hon.  Mr.  Davies  :  Could  there  be  a  prolonged  discussion  in  the  'Senate  when 
the  committee  reports  back? 

Hon.  Mr.  Robertson:  Oh,  yes.  If  the  committee  reported  that  it  had 
heard  evidence,  some  honourable  senators  might  speak  to  the  matter  in  the 
Senate  this  week.  I  think  it  would  be  highly  undesirable  to  close  the  discussion 
this  week,  because  if  we  continued  discussion  after  the  adjournment  there  might 
be  some  information  coming  from  the  committee  in  another  place  to  which 
honourable  senators  would  like  to  refer. 

Hon.  Mr.  Crerar:  Mr.  Chairman,  I  think  we  should  continue  with  our  com¬ 
mittee  until  we  have  got  all  the  information  that  we  desire  from  those  who  are 
compentent  to  furnish  it.  Personally,  I  am  not  greatly  enamoured  of  the  idea  of 
joint  committees.  My  observation  has  led  me  to  conclude  that  in  committee  here 
we  look  at  things  perhaps  a  little  more  objectively  and  with  a  little  better  balance 
than,  for  very  good  and  obvious  reasons,  is  done  in  a  committeeof  the  other  house. 

The  Chairman:  A  joint  committee  is  out  of  the  question  now,  anyway. 
That  idea  has.  been  declined  by  the  other  house. 

Hon,  Mr.  Crerar:  Well,  I  am  not  shedding  any  tears  over  that. 

The  Chairman:  Nor  am  I. 

Hon.  Mr.  Robertson:  I  may  say  that  I  did  not  suggest  a  joint  committee 
originally,  nor  did  I  oppose  it, 

Hon.  Mr.  Crerar:  I  suggest  that  we  continue  our  hearings  and  carry  the 
committee  over  the  recess.  There  is  a  great  deal  of  information  that  we  can 
secure.  I  missed  one  or  two  of  the  meetings  and  I  have  not  yet  had  an 
opportunity  to  read  the  reports. 

The  Chairman:  Mr.  McKinnon,  Mr.  Deutsch  and  Mr.  Kemp  are  with 
us  this  morning  again.  Unless  they"  wish  to  supplement  anything  that  they 
said  at  previous  meetings  of  the  committee,  I  think  we  are  pretty  well  ready 
to  go  on  with  the  tariff  changes.  Are  their  any  additional  statements  you 
wish  to  make,  Mr.  McKinnon? 

Mr.  McKinnon:  From  the  strict  point  of  view  of  the  schedules  there  is 
nothing  further,  Mr.  Chairman.  I  do  not  know  whether  Mr.  Deutsch  might 
have  something  to  say  from  the  standpoint  of  the  agreement  or  the  charter. 

Mr.  Deutsch:  I  have  no  statement  to  make,  Mr.  Chairman;  however, 
I  am  always  ready  to  answer  all  questions  and  I  think  I  can  occupy  the 
committee’s  time  sufficiently  with  general  statements. 

Hon.  Mr.  Beaubien:  Is  the  Havana  Conference  over? 

Mr.  Deutsch:  No. 

Hon.  Mr.  Bishop:  Apropos  to  that,  I  would  like  to  ask  Mr.  McKinnon 
a  question.  I  was  reading  in  the  New  York  Times  a  long  article  on  the  Havana 
Conference.  It  stated  that  the  conference  was  hanging  in  the  balance,  and 
that  it  may  blow  up  or  result  in  a  compromise  this  week.  What  I  would  like 
to  know  is,  if  the  worst  comes  to  the  worst  there,  and  the  conference  should 
collapse,  will  the  concessions  which  we  have  secured  at  the  Geneva  Conference 
hold,  in  any  event? 

Mr.  McKinnon:  The  answer  is  yes,  Senator,  as  regard  the  tariff  concessions 
we  got  and  gave. 

The  Chairman:  That  is,  if  the  agreement  passes  Parliament? 
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Mr.  McKinnon:  Yes,  assuming  Parliament  approves  it.  Mr.  Deutsc-h 
may  wish  to  reply  to  the  other  part  of  the  question,  namely,  what  would  be 
the  situation  in  the  event  of  a  complete  collapse  at  Havana  and  no  charter 
emerging  from  it. 

Mr.  Deutsch:  As  honourable  senators  know,  the  Geneva  Agreement  has 
two  parts;  one  is  a  schedule  of  tariff  concessions,  as  Mr.  McKinnon  has  pointed 
out;  the  other  part  of  the  agreement  consists  of  a  lot  of  general;  provisions 
^  and  undertakings  regarding  trade  practices,  rules  ancT  so  forth.  Certain  parts 
of  that  section  are  under  discussion  at  Havana.  That  part  of  the  agreement 
simply  lifted  these  general  provisions  out  of  the  draft  charter  and  put  them 
into  the  Geneva  agreement.  Those  general  provisions  of  the  draft  charter  are 
under  discussion  at  Havana,  and  may.  be  changed  there;  indeed,  it  seems  that 
some  of  them  have  already  been  changed. 

If  the  conference  at  Havana  does  not  succeed  in  producing  a  charter,  then 
there  is  provision  in  the  Geneva  Agreements,  that  the  signatories  to  the  agree¬ 
ments  will  meet  and  consider  whether  they  will  carry  on  or  whether  they  will 
make  changes  resulting  from  the  Havana  discussion.  But  the  agreement  itself 
is  so  drawn  up  that  it  can  carry  on.  The  contracting  parties  may  consider 
what  to  do  in  the  light  of  the  Havana  discussions,  or  whether  anything  ought 
to  be  changed,  modified  or  whether  they  should  carry  on  as  is.  As  I  say, 
the  agreements  themselves  are  so  drawn  up  that  they  can  continue,  even  if 
Havana  does  not  produce  a  charter. 

Hon.  Mr.  Beaubien:  That  is  by  the  countries  who  are  willing  to  continue? 

Mr.  Deutsch:  By  the  countries  who  are  willing  to  continue. 

The  Chairman:  Would  you  care  to  express  an  opinion  on  the  matter? 
Supposing  the  Havana  Conference  collapses,  as  Senator  Bishop  has  intimated 
is  possible,  is  it  likely  that  the  agreements  which  have  already  been  made, 
and  which  are  in  effect,  I  take  it,  from  the  1st  of  January,  will  be  altered? 

Mr.  Deutsch:  As  far  os  the  tariff  schedules  are  concerned,  I  think  I  am 
correct  in  saying  that  I  have  no  reason  to  believe  that  they  will  be  altered  in 
any  way. 

Mr.  McKinnon:  That  is  correct. 

Hon.  Mr.  Crerar:  They  would  stand. 

Mr.  McKinnon:  They  would  stand. 

Hon.  Mr.  McKeen:  I  take  it  the  only  thing  that  would'  change  the  tariff 
agreements  is  the  failure  of  the  parliament  of  any  country  to  approve  of  them? 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  McKeen:  I  presume,  under  those  circumstances,  they  would  go 
back  to  the  same  basis  as  other  countries. 

Mr.  Deutsch:  That  is  correct.  None  of  the  countries  that  signed  the 
Geneva  Agreement  have  yet  ratified.  The  signatures  at  the  present  are  merely 
those  of  the  executives  of  each  government,  and  none  of  the  parliaments  of  these 
countries  have  yet  ratified  the  agreements.  That  includes  our  own  government. 
It  may  be,  as  a  result  of  a  Havana  failure,  that  some  parliament  might  not 
ratify,  but  we  have  no  reason  to  believe  that  will  be  the  case.  So  far  as  we 
know  it  is  altogether  likely  that  they  will  all  ratify,  but  of  course  one 
cannot  say  definitely. 

The  Chairman:  The  agreements  contain  more  than  tariff  changes. 

Mr.  Deutsch:  Yes. 

The  Chairman:  For  instance,  the  removal  of  the  ban. 

Mr.  Deutsch:  Yes.  The  Geneva  Agreements  contain  general  provisions 
and  general  rules  apart  from  tariffs.  These  general  provisions  may  be  changed 
in  some  respects,  because  the  provision  is  that  after  Havana  is  over  the 
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countries  having  signed  the  agreements  will  meet  and  consider  whether  or  not 
any  changes  in  the  general  rules  are  desirable  in  the  light  of  the  Havana 
Conference.  They  will  consider,  'among  those  who  signed  the  Geneva  Agreements, 
if  any  adaptations  should  be  made,  and  having  considered  that,  they  may  then 
agree  on  what  changes,  if  any,  should  be  made. 

Hon.  Mr.  Crerar:  What  is  the  deadline  for  ratification  by  the  signatory 
countries  ? 

Mr.  Detjtsch:  The  end  of  1948. 

Haon.  Mr.  Crerar:  Apparently  the  differences  which  have  arisen  at  Havana 
^re  considerable.  Have  those  differences  arisen  from  the  seventeen  signatory 
countries,  or  any  of  them,  or  are  they  from  the  outlanders? 

Mr.  Detjtsch:  At  Geneva  thera  were  eighteen  countries,  and  some  territories 
which  have  since  become  countries,  such  as  Ceylon  and  Burma,  making  twenty- 
three  separate  customs  territories  represented  there.  Of  those,  eight  originally 
signed  the  agreement  to  bring  it  into  provisional  effect;  the  others  signed  the 
final  act  at  Geneva  but  did  not  sign  the  protocol  to  bring  it  into  provisional  effect. 
So  of  the  whole  twenty-three,  only  eight  brought  the  agreement  into  provisional 
effect  on  the  first  of  January  as  we  have  done.  Of  course  those  eight  are 
important  and  they  cover  a  large  part  of  the  world  trade;  they  comprise  the 
United  States,  Great  Britain,  Australia,  Canada,  France,  Belgium,  Netherlands, 
Luxembourg.  Since  then  Cuba  has  also  signed.  These  countries  have  signed 
the  protocol  bringing  these  agreements  into  provisional  effect. 

The  Chairman:  They  signed  all  at  the  same  time? 

Mr.  Detjtsch:  Eight  countries  brought  the  agreement  provisionally  into 
effect  at  the  same  time,  on  January  1  of  this  year.  The  others,  of  the  23  countries 
at  Geneva,  signed  the  final  act  but  did  not  bring  the  agreements  into  provisional 
effect.  Many  of  the  other  countries,  Senator,  had  reservations  at  one  time 
or  another;  they  did  not  sign  because  they  had  reservations.  At  Havana  those 
countries  returned  to  their  reservations,  and  in  addition  to  that  the  countries 
not  represented  at  Geneva — and  there  were  many  because  at  Havana  there 
are  57,  while  at  Geneva  there  were  only  23 — had  proposals  of  their  own  in 
the  way  of  amendments  to  the  Geneva  charter;  and  it  was  those  amendments 
and  reservations  arising  out  of  Geneva  that  were  the  subjects  of  discussion 
in  Havana. 

Hon.  Mr.  Crerar:  As  I  understand  it,  eight  countries  have  now  signed 
the  protocol. 

Mr.  Detjtsch:  Yes,  that  is  correct. 

Hon.  Mr.  Crerar:  And  the  agreements  are  indeed  in  effect  except  for 
limitations  provided  for,  such  as  our  own  we  are  discussing  now. 

Mr.  Detjtsch  :  Except  for  legislative  changes. 

Hon.  Mr.  Crerar:  What  percentage  of  world  trade  is  covered  by  these 
eight  signatories? 

Mr.  Detjtsch:  I  would  think  about  sixty  or  sixty-six  per  cent. 

Hon.  Mr.  Crerar:  Roughly  about  two-thirds. 

Mr.  Detjtsch:  Almost  two-thirds. 

Hon.  Mr.  Crerar:  I  hope  those  countries  will  go  ahead,  irrespective  of 
what  the  outlanders  do. 

Mr.  McKinnon:  There  has  been  no  suggestion  that  any  one  of  the  eight 
countries  would  go  back  on  their  signature;  in  fact  there  would  seem  good 
prospects  that  at  least  twenty  countries  will  go  ahead.  I  think  that  is  a  fair 
statement. 

Mr.  Detjtsch:  We  have  had  no  indication  that  any  one  of  the  countries 
will  drop  out,  but  it  is  technically  possible  that  they  might  drop  out. 
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Hon.  Mr.  Robertson:  Mr.  Deutsch,  has  not  the  main  point  of  argument 
at  Havana  been  due  to  the  opposition  of  the  smaller  countries  to  the  elimination 
of  quantitative  quotas,  through  fear  that  the  eight  big  countries,  with  their 
more  highly  developed  industries,  would  prevent  the  smaller  countries  from 
developing?  That  argument  is  understandable  from  the  point  of  view  of  the 
smaller  countries. 

Hon.  Mr.  Crerar:  That  is  the  sort  of  talk  that  we  used  to  indulge  in 
in  this  country  thirty  or  forty  years  ago. 

The  Chairman:  The  “National  Policy”. 

Hon.  Mr.  Crerar:  I  think  it  would, be  altogether  too  bad  if  some  thirty-five 
of  forty  countries  that  represent  only  one-third  of  the  world’s  total  trade  were 
able  to  put  a  pistol  to  the  heads  of  the  eight  countries  that  represent  two-thirds 
of  the  world’s  trade.  I  hope  we  shall  keep  that  in  mind,  so  far  as  Canada  is 
concerned,  and  get  this  thing  going  with  the  eight  countries. 

Hon.  Mr.  Davies:  The  reservations  that  you  referred  to,  Mr.  Deutsch,  are 
with  regard  to  tariff  agreements,  are  they  not,  and  have  nothing  to  do  with  what 
is  being  discussed  at  Havana  at  present? 

Mr.  Deutsch:  I  think  you  have  a  misunderstanding  there,  sir.  The 
reservations  by  the  countries  that  did  not  sign  had  to  do  almost  entirely  with 
the  general  rules,  not  with  the  tariffs.  They  had  no  reservations  on  the  tariffs. 
At  Geneva  a  number  of  the  smaller  countries,  like  Chile,  were  worried  precisely 
about  the  things  that  Senator  Robertson  has  been  talking  about,  and  they  were 
note  ready  to  accept  the  abolition  of  quantitative  restrictions  for  protective 
purposes;  they  were  not  prepared  to  give  up  the  privilege  or  the  right  of 
imposing  quantitative  restrictions  on  imports  in  order  to  protect  their  domestic 
industry. 

Mr.  McKinnon:  I  think  we  might  say  that  we  foresaw  that  at  Geneva, 
honourable  senators,  and  that  was  why  there  was  extracted  from  the  charter 
and  abridged  edition  thereof,  called  the  general  agreement.  Senator  Crerar 
speaks  about  the  outlanders  putting  a  pistol  to  our  heads,  but  the  pistol  in 
effect  is  not  loaded. 

The  Chairman:  It  is  a  pop-gun. 

Mr.  McKinnon:  It  is  a  pop-gun.  If  the  twenty-three  countries  that  signed 
the  final  act  at  Geneva,  or  even  the  eight  that  brought  it  into  provisional  effect 
wanted  to  go  ahead  on  the  existing  terms  of  the  general  agreement,  they  could 
go  ahead,  regardless  of  the  malcontents. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  the  other  day  I  questioned  in  the  Senate 
whether  the  rules  permitted  reference  of  the  subject-matter  to  the  committee 
before  the  principle  of  the  subject-matter  had  been  approved  by  the  house. 
The  whole  thing  that  we  are  considering  here  might  be  changed  by  the  Havanas 
conference.  I  think  we  should  get  all  the  information  we  can  and  not  be  in  a 
hurry  in  coming  to  a  final  conclusion,  because  some  radical  changes  might  be 
made  by  higher  authority. 

Mr.  Deutsch:  If  the  Havana  conference  succeeds,  as  we  all  hope  it  will, 
the  provisions  in  the  general  agreement  with  regard  to  the  general  rules  may  be 
removed  and  replaced  by  charter  provisions  that  come  out  of  Havana,  some 
of  which  may  be  different  from  those  we  now  have  in  the  Geneva  agreement. 

Hon.  Mr.  Kinley:  In  addition  to  that,  conditions  have  arisen  which  have 
led  the  United  States,  for  instance,  to  delay  putting  into  effect  the  trade 
agreement  that  we  have  signed  with  them. 

Mr.  Deutsch:  On  the  part  of  the  countries  that  have  signed  the  Geneva 
agreements  there  has  been  a  disposition  to  delay  ratification  until  they  see 
what  happens  at  Havana. 
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Hon.  Mr.  Kinley:  We  hat  a  quota  on  fish  going  to  the  United  States  at  a 
low  rate  of  duty,  and  in  this  agreement  there  is  a  provision  that  the  duty 
is  fixed.  I  understand  the  United  States  has  delayed  action  on  that. 

Mr.  Deutsch:  The  Geneva  agreement  required  some  changes  in  the  United 
States  law  regarding  valuation,  and  those  changes  have  not  yet  been  made. 

Hon.  Mr.  Ballantyne:  Mr.  Chairman,  this  trade  agreement  is  very 
complicated  and  I  think  members  of  the  committee  would  get  a  better  idea  of 
it  if  the  experts  summarized  the  advantages  and  disadvantages  to  Canada. 
When  we  are  discussing  the  effect  upon  countries  all  over  the  world  it  is  difficult 
to  get  a  clear  idea  of  how  Canada  will  be  affected. 

The  Chairman:  You  mean  as  to  the  tariff  changes  and  so  on? 

Hon.  Mr.  Ballantyne:  Yes. 

The  Chairman  :  I  should  think  we  are  about  ready  to  find  out  what  specific 
changes  have  been  made. 

Hon.  Mr.  Crerar:  Before  we  go  into  that,  there  is  a  question  I  should  like 
to  raise.  What  would  happen  if  within  the  next  year  or  two  Canada  and,  say, 
the  United  States  negotiated  an  agreement  that  was  more  favourable  to  the 
passage  of  trade  to  and  from  the  United  States  than  the  agreements  with 
the  other  countries?  Is  there  any  provision  to  prevent  us  from  doing  that? 

The  Chairman:  We  would  have  to  extend  the  same  advantages  to  other 
countries,  would  we  not? 

Mr.  McKinnon:  That  is  right,  Mr.  Chairman.  As  the  charter  stands  at 
the  moment,  any  two  or  three  countries  could  make  a  more  agreeable  arrange¬ 
ment  among  themselves  than  the  charter  contemplates,  but  the  benefits  would 
have  to  be  extended  to  the  other  countries. 

Hon.  Mr.  Crerar:  Would  that  depend  on  reciprocity  with  the  other  six 
countries,  say  ? 

Mr.  McKinnon:  If  there  was  a  development  such  as  you  suggest,  Senator 
Crerar,  and  Canada  made  tariff  concessions  in  favour  of  the  United  States,  and 
the  United  States  in  turn  made  tariff  concessions  in  favour  of  Canada,  each 
country  would  have  to  extend  those  benefits  to  all  the  other  members  of  the 
club,  if  I  may  put  it  that  way. 

Hon.  Mr.  Crerar:  Irrespective  of  what  the  other  members  of  the  club 
might  be  disposed  to  do? 

Mr.  McKinnon:  Yes,  senator. 

Hon.  Mr.  Bishop:  That  is  the  old  most-favoured-nation  principle? 

Mr.  McKinnon:  Yes.  The  most-favoured-nation  principle  is  the  corner¬ 
stone  of  the  agreement. 

Hon.  Mr.  McKeen:  The  other  countries  might  be  prepared  to  make  the 
same  concessions  as  the  United  States  and  Canada  made  to  them,  and  in  that 
event  you  would  have  effective  in  all  the  countries  an  agreement  within  this 
agreement?  Is  that  possible? 

Mr.  McKinnon:  That  might  happen,  senator,  but  it  would  not  be 
mandatory  upon  the  other  countries  to  make  those  concessions  to  the  United 
States  and  Canada,  because  all  these  countries  would  in  any  event  get  the 
benefits  of  the  reductions  made  by  the  United  States  and  Canada. 

Hon.  Mr.  McKeen:  But  those  other  countries  themselves  would  have  to 
make  concessions,  would  they  not? 

Mr.  McKinnon:  No,  sir. 

Hon.  Mr.  McKeen:  They  would  get  the  benefits  without  making  any 
return? 
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Mr.  McKinnon:  Yes.  The  practical  situation  is  that  if  Canada  and  the 
United  States  were  initiating  action,  each  would  make  every  effort  to  select 
items  on  which  concessions  would  be  beneficial  only  or  largely  to  the  other. 
There  would  be  a  selective  process. 

Hon.  Mr.  McKeen:  Suppose,  for  the  sake  of  argument,  that  Canada  and 
the  United  States  made  an  agreement  whereby  American  fruits  and  vegetables 
came  into  Canada  free  of  duty  and  Canadian  lumber  entered  the  United  States 
free  of  duty.  Could  another  country  export  its  similar  "fruits  and  vegetables 
into  Canada  free  of  duty,  without  allowing  our  lumber  to  enter  that  country 
free? 

Mr.  McKinnon:  Yes,  sir.  That  is  just  the  application  of  the  most¬ 
favoured-nation  treatment. 

Hon.  Mr.  McKeen:  But  the  most-favoured-nation  treatment  works  both 
ways,  does  it  not? 

Mr.  McKinnon:  No. 

Mr.  Kemp:  There  is  an  aspect  of  this  which  has  worked  very  much  to  our 
advantage.  At  Geneva  a  good  many  other  countries  negotiated  and  got  conces¬ 
sions  from  the  United  States,  which  concessions  we  received  as  a  big-product 
of  the  negotiations,  without  ourselves  giving  anything  directly  in  return. 

Hon.  Mr.  McKeen:  We  might  not  be  a  supplier  of  the  product  that  another 
country  was  exporting  to  the  United  States,  but  that  is  not  true  of  the  kind 
of  case  I  was  suggesting.  If  the  United  States  agreed  to  allow  our  lumber  to 
enter  free  in  return  for  our  allowing  their  fruits  and  vegetables  to  enter  Canada 
free,  it  seems  to  me  that  any  other  country  which  wanted  to  send  its  fruits  and 
vegetables  here  free  of  duty  should  extend  to  us  the  same  concession  as  we  got 
from  the  United  States  on  lumber. 

Hon.  Mr.  Crerar:  I  would  not  worry  much  over  that. 

Hon.  Mr.  Ballantyne  :  Mr.  Chairman,  can  we  get  a  summary  of  the 
advantages  and  disadvantages  of  the  agreement  to  Canada? 

The  Chairman:  Senator.  Ballantyne  would  like  some  specific  information 
on  the  tariff  changes,  as  I  understand  it.  How  many  tariff  items  were  changed? 

Mr.  McKinnon:  In  the  Canadian  schedules  there  are  about  1,050  tariff 
items. 

Hon.  Mr.  Ballantyne:  I  do  not  wish  any  very  detailed  information,  but 
I  am  just  wondering  if  the  experts  could  not  outline  the  salient  facts  in  a 
general  way. 

The  Chairman:  Would  you  like  to  know  first  the  concessions  that  we 
got  or  the  ones  that  we  gave? 

Hon.  Mr.  Ballantyne:  I  do  not  care  which. 

Mr.  Kemp:  Mr.  Chairman,  the  story  was  summarized  in  a  press  release 
which  was  issued  about  the  middle  of  November  describing  the  tariff  changes 
resulting  from  the  Geneva  conference.  That  press  release  was  republished  in 
full  in  Foreign  Trade  of  November  22,  1947. 

Hon.  Mr.  Ballantyne:  Could  you  outline  what  was  done  about  some  big 
items,  such  as  lumber  and  wheat? 

Mr.  Kemp:  The  story  is  pretty  well  summarized  in  two  or  three  pages  of 
the  press  release,  which  is  of  course  greatly  condensed.  I  have  here  a  number 
of  black  books  which  contain  the  particulars  regarding  each  of  the  items 
concerned.  We  have  been  working  on  a  synopsis  of  the  concessions  that  we 
received  on  the  principal  items — that  is,  items  in  which  we  have  a  trade  of 
$50,000  a  year  or  more  with  the  United  States.  The  previous  rate  of  duty  and 
the  present  rate  will  be  shown  in  each  instance.  The  summary  now  runs  to 
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some  twenty -two  typewritten  pages,  and  we  thought  that  it  might  perhaps  be 
helpful  to  the  committee  if  we  could  prepare  it  for  publication  either  in 
Foreign  Trade  or  in  the  Committee’s  proceedings,  if  the  committee  so  desired. 
However,  for  this  morning’s  purpose  I  can  run  over  the  principal  concessions 
that  we  obtained,  starting  with  agricultural  items. 

On  wheat  we  received  a  reduction  of  50  per  cent  in  the  United  States  duty, 
together  with  substantial  reductions  in  the  customs  duty  and/or  “monopoly 
charges”  in  France,  Belgium  and  Luxembourg,  the  Netherlands,  Cuba  and 
Norway,  with  binding  of  free  duty  or  existing  duty  in  China  and  Brazil.  At 
the  present  time  there  is  a  quota  restriction  on  the  quantity  of  wheat  and  of 
flour  that  can  be  imported  into  the  United  States  during  any  year;  but,  as 
Mr.  Deutsch  explained  on  >a  previous  occasion,  we  understand  that  the  United 
States  is  to  remove  that  quota  when  legislative  effect  is  given  to  the  complete 
contents  of  the  agreement. 

Hon.  Mr.  Crerar:  That  will  apply  to  both  wheat  and  flour? 

Mr.  Kemp:  To  both  wheat  and  flour. 

The  Chairman:  What  does  that  50  per  cent  reduction  in  the  United  States 
duty  on  wheat  mean  in  terms  of  dollars  and  cents? 

Mr.  Kemp:  The  former  rate  on  wheat  was  42  cents  a  bushel,  and  now  it  is 
21  cents.  I  cannot  tell  you  the  total  sum  that  this  will  amount  to  on  our 
exports  of  wheat  and  flour  to  the  United  States,  because  for  some  years  past 
these  have  been  restricted  by  the  quota  of  which  I  spoke.  And  indeed  it  is  a 
question  how  far  we  can  expect  to  be  normal  suppliers  of  wheat  and  flour  to 
the  United  States,  having  regard  to  the  fact  that  that  is  a  country  which 
normally  has  an  exportable  surplus  of  its  own.  But  in  years  when  the  United 
States  does  require  wheat,  this  change  will  make  it  more  easy  for  other  countries 
to  supply  it. 

Hon.  Mr.  Crerar:  The  United  States  wheat  is  a  winter  wheat,  but 
90  per  cent  or  more  of  the  Canadian  production  is  hard  wheat.  I  recall  that 
years  ago,  when  I  happened  to  be  in  that  business,  notwithstanding  the 
duties,  we  frequently  sold  important  quantites  of  hard  wheat  to  the  United 
States  at  a  time  when  that  country  was  exporting  softer  varities  of  wheat. 
The  market  that  we  might  get  in  the  United  States  is  not  governed  solely  by 
that  country’s  production,  but  by  its  desire  to  secure  a  superior  quality  of 
wheat  to  blend  with  its  softer  grades. 

Mr.  Kemp:  That  is  quite  true,  sir. 

I  pass  on  to  another  agricultural  item,  coarse  grains.  The  United  States  has 
given  us  a  reduction  of  50  per  cent  in  its  duties  on  oats,  barley,  rye,  bran, 
shorts,  middlings,  grain  hulls,  screenings  and  soalpings. 

Hon.  Mr.  Ballantyne:  Would  that  not  have  the  effects  of  raising  the 
cost  of  coarse  grains  to  Canadians? 

Mr.  Kemp:  It  is  quite  possible,  sir,  that  if  coarse  grains  were  moving  to 
the  United  States  without  any  restriction  on  this  side,  their  prices  in  this 
country  would  be  affected  by  the  price  level  in  the  United  States. 

Hon.  Mr.  Crerar:  That  would  be  the  case  just  now. 

Hon.  Mr.  Beaubien:  But  not  in  normal  times. 

Hon.  Mr.  McKeen:  Exports  are  still  under  permit,  are  they  not?  For 
example,  you  cannot  export  oats  now  without  a  permit? 

Mr.  Kemp:  The  feeling  was  that  this  agreement  had  to  be  made  from  the 
point  of  view  of  a  number  of  years  to  come,  and  not  just  simply  from  the  point 
of  view  of  immediately  present  conditions,  which  are  most  abnormal,  so  far  as 
the  grains  are  concerned. 
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Hon.  Mr.  MoKeen:  The  question  was  asked  whether  this  reduction  in 
United  States  duties  would  not  cause  the  price  of  coarse  grains  to  rise  in 
Canada.  It  is  not  causing  them  to  rise  now. 

Hon.  Mr.  Crerar:  Mr.  Kemp,  the  duty  on  our  barley  going  to  the  United 
States  was,  as  I  recall  it,  15  cents  a  bushel  prior  to  this  arrangement. 

Mr.  McKinnon:  That  is  right,  sir;  it  was  cut  to  7%  cents,  if  I  remember 
correctly. 

Hon.  Mr.  Crerar:  And  oats  were  8  cents. 

Mr.  McKinnon:  Oats  were  reduced  to  4  cents. 

Hon.  Mr.  Crerar:  They  were  reduced  from  8  to  4  cents? 

Mr.  Ke:mp:  Yes;  and  rye  from  12  to  6  cents. 

Mr.  McKinnon:  It  was  a  50  per  cent  reduction  on  all  coarse  grains. 

The  Chairman:  50  per  cent  is  all  they  can  give. 

Mr.  McKinnon:  Yes. 

Hon.  Mr.  Crerar:  That  will  be  a  very  definite  advantage  to  our  producers 
in  the  west. 

Mr.  Kemp:  Shall  I  now  pass  on  to  the  cattle  concessions?  The  United 
States  has  bound  its  tariff  rate  of  1 ^  cents  a  pound  on  cattle  weighing  700 
or  more  pounds  each;  it  has  enlarged  the  quota  from  225,000  head  per  year, 
as  it  was  prior  to  the  Geneva  Agreement,  to  400,000  head  per  year.  That 
applies  to  heavier  cattle  weighing  700'  pounds  or  more.  The  rate  of  1J  cents 
a  pound  on  calves  has  also  been  bound  and  the  quota  benefited  by  that  rate 
has  been  increased  from  100,000  head  to  200, 000  head  per  year. 

The  Chairman:  Does  that  include  dairy  cows? 

Mr.  Kemp:  Dairy  cows  are  covered  by  a  separate  item. 

Hon.  Mr.  Davies:  I  was  wondering,  Mr.  Chairman,  if  those  shipments 
on  that  quota  are  regulated  from  Canada,  or  are  the  Canadian  farmers  quite 
free  to  ship  until  the  quota  has  been  filled? 

Mr.  Kemp:  The  usual  practice  is  that  the  cattle  move  in  freely  at  the 
quota  rate — the  low  quota  rate — until  the  authorities  in  Washington  hear  from 
their  customs  ports  that  the  quota  is  almost  full.  At  that  time  they  send  out 
a  telegram  to  all  customs  ports  saying  that  from  12  o’clock  on  a  certain  date 
the  higher  rate  is  to  apply  provisionally.  Later  on  they  find  out  which  cattle 
got  in  before  the  quota  was  actually  filled. 

Hon.  Mr.  Davies:  I  do  not  think  you  quite  understand  my  question, 
Mr.  Kemp.  I  am  asking  you,  are  those  shipments  regulated  from  Canada? 
For  instance,  is  a  certain  percentage  given  to  the  west  and  a  certain  amount 
given  to  the  east? 

Mr.  Kemp:  No,  it  is  on  the  basis,  of  first  come,  first  served. 

The  Chairman:  How  do  Canadians  know  when  the  quotas  are  filled? 

Mr.  Kemp:  The  United  States  authorities  notify  their  customs  people  that 
from  a  certain  date  they  are  to  apply  the  higher  rate,  but  later  on  they  go 
back  and  make  a  refund  to  those  shippers  who  got  their  cattle  in  before  the 
quota  was  actually  filled. 

The  Chairman  :  Some  information  should  be  given  to  the  Canadian  exporter, 
so  that  he  would  not  ship  his  cattle  there  and  find  that  he  would  get  stopped 
at  an  American  port? 

Mr.  Kemp:  We  try  to  do  that  in  the  Department  of  Trade  and  Commerce. 
We  receive  telegrams  at  frequent  intervals  from  Washington,  showing  how 
close  the  quota  is  to  being  filled,  and  we  publish  that  information  in  the  .press 
as  we  get  it. 
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Hon.  Mr.  Davies:  Do  you  have  any  difficulties  between  the  east  and 
the  west  with  regard  to  shipments?  Do  you  find  shipments  from  the  west 
filling  the  quota  and  leaving  the  east  out? 

Mr.  Kemp:  I  have  not  heard  of  any  difficulties.  They  are  all  on  an  equal 
basis;  that  is  to  say,  if  they  get  in  before  the  quota  is  filled  they  get  the 
benefit,  and  if  it  is  too  late  they  do  not  get  it. 

Hon.  Mr.  Buchanan:  Are  sales  of  Canadian  cattle  not  usually  made 
through  commission  dealers  in  the  United  States?  I  have  in  mind,  for  instance, 
Clay  Robinson  in  Chicago.  Do  they  not  handle  such  deals,  and  are  they  not 
familiar  with  the  situation? 

Mr.  Kemp:  Firms  like  that  would  certainly  know  the  situation,  as  would 
also  our  own  Canadian  firms  who  do  business  on  a  large  scale. 

Hon.  Mr.  Crerar:  I  think  it  may  be  useful  to  say  that  we  have  worked 
under  this  quota  system  for  a  good  many  years,  and  the  cattle  shippers  from 
Canada  to  the  United  States  have  been  able  to  keep  themselves  quite  well 
informed  as  to  when  the  margin  would  be  reached. 

Hon.  Mr.  Robertson:  The  principle  is  the  same;  it  is  only  a  larger  quota. 

Mr.  McKinnon:  There  might  be  less  difficulties,  Senator  Crerar,  in  that 
we  now  have  a  considerably  larger  quota. 

Hon.  Mr.  Crerar:  That  is  quite  true.  Is  there  a  limitation  on  the  light 
cattle?  How  are  calves  defined? 

Mr.  Kemp:  Calves  are  defined  as  weighing  up  to  200  pounds  each,  for 
tariff  purposes. 

Hon.  Mr.  Crerar:  And  what  is  the  quota? 

Mr.  Kemp:  The  quota  is  now  200,000  head  per  year.  I  should  say  that 
the  quota  was  formerly  100,000  and  now  it  has  increased  to  200,000  head. 

Hon.  Mr.  Beaubien:  And  the  weight  is  limited  to  200  pounds? 

Mr.  Kemp  :  It  is  limited  to  200  pounds  for  that  purpose. 

Hon.  Mr.  Crerar:  As  a  matter  of  fact,  in  the  past  calves  went  for  the  most 
part  from  Ontario  and  Quebec,  while  heavy  cattle  went  from  western  Canada. 

Mr.  McKinnon  :  Yes,  that  is  true. 

Hon.  Mr.  Crerar:  What  about  dairy  products? 

Mr.  Kemp:  Dairy  products  include  milk,  butter  and  cheese.  So  far  as  milk 
and  cream  are  concerned  we  have  received  a  concession — not  a  very  large  one, 
but  the  duty  has  been  reduced.  The  principal  difficulty  in  shipping  milk  and 
cream  to  the  United  States  arises  from  the  sanitary  restrictions  enforced  by 
individual  states  which  prevent  these  Canadian  products  from  going  to  that 
country  in  large  quantities.  Otherwise  there  would  be  a  good  market  for  them 
in  the  United  States. 

Hon.  Mr.  Buchanan:  Before  leaving  agricultural  products,  what  about 
dairy  cattle?  Is  the  quota  increased? 

Mr.  Kemp:  There  is  no  quota  affecting  that  type  of  cattle. 

Hon.  Mr.  Beaubien:  There  is  no  restriction  on  dairy  cows? 

Mr.  McKinnon:  No. 

The  Chairman:  Is  there  a  duty? 

Mr.  McKinnon:  Yes. 

Mr.  Kemp:  Dairy  cows  are  not  subject  to  quota.  They  pay  a  duty  of 
\\  cents  a  pound. 

The  Chairman:  Is  that  reduced  50  per  cent? 

Mr.  Kemp:  No;  it  was  already  1^  cents  under  the  1938  agreement. 
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The  Chairman:  And  it  still  is  that  way? 

Mr.  Kemp:  Yes,  it  still  is  that  way.  The  duty  is  bound  and  there  is  no 
quota. 

Hon.  Mr.  Beaubien:  What  about  pure  bred  cattle  for  the  improvement  of 
stock? 

Mr.  Kemp:  They  go  in  free  of  duty  if  registered. 

Mr.  McKinnon:  We  have  the  same  provisions  for  pure  bred  cattle. 

Hon.  Mr.  Crerar:  What  about  powdered  and  condensed  milk? 

Mr.  Kemp:  The  United  States  import  duty  on  skim  milk  powder  is  reduced 
from  3  cents  per  pound  to  1^  cents  per  pound.  The  former  rate  for  whole  milk 
powder  was  6 %2  cents,  the  effective  nef  rate  is  3%60  cents  per  pound.  The  United 
States  import  duty  for  cream  powder  is  reduced  from  12^  cents  to  6^  cents  per 
pound,  and  for  lactose  the  rate  is  cut  from  50  per  cent  to  25  cent  ad  valorem. 
The  concession  on  butter  imported  into  the  United  States  was  granted  to  New 
Zealand,  but  it  is  also  of  interest  to  us.  The  rate  was  reduced  from  14  cents  a 
pound  to  7  cents  a  pound  on  a  tariff  quota  of  50,000,000  pounds  imported  during 
the  period  November  1  to  the  following  March  31.  That  quota  is  open  to  all 
countries  and  is  not  restricted  to  New  Zealand.  Under  the  agreement  Canada 
benefiits  from  a  reduction  in  the  rate  on  unsweetened  evaporated  milk  from 
If  cents  to  1  cent  per  pound,  and  a  reduction  on  sweetened  condensed  milk 
from  2j  cents  per  pound  to  If  cents.  The  duty  on  buttermilk  powder  imported 
into  the  United  States  remains  unchanged  at  If  cents. 

Hon.  Mr.  Beaubien:  What  is  the  duty  on  our  butter  from  New  Zealand 
today? 

Mr.  McKinnon:  If  I  remember  correctly,  five  cents. 

Hon.  Mr.  Beaubien:  Did  it  not  used  to  be  14  cents?  In  view  of  these  con¬ 
cessions  granted  by  the  United  States,  there  must  be  similar  concessions  granted 
by  Canada  to  the  United  States  and  also  to  other  countries?  Am  I  right  in  that 
thought? 

Mr.  McKinnon:  No;  this  is  simply  a  reduction  in  the  United  States  duties 
on  butter,  negotiated  by  New  Zealand,  but  we  get  the  benefit  of  it  should  we 
happen  to  have  the  butter  to  ship. 

Hon.  Mr.  Beaubien:  But  is  does  not  change  the  situation  with  respect  to 
our  importation  of  butter  from  New  Zealand? 

Mr.  McKinnon:  No. 

Hon.  Mr.  Robertson  :  That  is  an  instance  of  what  Senator  McKeen  brought 
up,  of  our  becoming  a  beneficiary,  because  of  negotiations  between  the  United 
States  and  New  Zealand  without  an  equivalent  reduction  on  our  part.  Is  that 
not  correct? 

Mr.  McKinnon:  Yes;  and  probably  far  more  important  to  us — in  hurrying 
over  the  agricultural  items  Mr.  Kemp  did  not  mention  it — was  the  reduction  to 
Australia  on  fresh  beef  from  6  cents  a  pound  to  3  cents.  Should  we  have  the 
beef  for  sale,  we  get  the  advantage  of  the  3  cent  rate. 

The  Chairman:  Is  it  not  true  that  with  the  price  of  butter  in  the  United 
States  always  being  much  higher  than  it  is  here  that  with  the  duty  down  to  7  cents 
— if  we  ever  had  a  surplus  of  butter  in  Canada,  which  we  never  have — we  would 
apparently  develop  a  United  States  market  we  would  have  to  go  over  only  a 
duty  of  7  cents  a  pound.  That  is  right,  is  it  not? 

Mr.  McKinnon:  Yes,  but  we  have  paid  nothing  there. 

The  Chairman:  But  we  always  have  a  scarcity  of  butter. 

Hon.  Mr  McKeen:  If  we  had  a  surplus  of  butter,  we  would  have  it  within 
that  six  months  period  when  Australia,  which  is  on  the  other  side  of  the  Equator, 
would  have  a  scarcity. 
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Mr.  McKinnon:  Yes;  unless  we  had  a  very  flush  product  in  June  and 
July  and  had  a  carry  over  that  we  could  not  dispose  of,  it  would  be  to  no 
advantage.  1 

Mr.  Kemp:  Passing  on  now,  gentlemen,  to  the  fish  situation.  The  largest 
single  fish  item  in  which  we  are  interested  in  the  United,  States  is  probably 
fillets  of  cod  and  other  ground  fish.  The  United  States,  tariff  arrangement  before 
Geneva  was  that  there  was  a  certain  duty  on  a  quota  and  a  higher  duty  on 
imports  exceeding  that  quota.  The  duty  under  the  quota,  was  bound,,  but  the 
duty  on  ex-quota  imports  was  not  bound.  As  a  result  of  the  Geneva,  agreements, 
the  quota  remains  the  same,  the  duty  under  the  quota  is  bound,  and  we  have, 
gained  in  that  the  duty  on  ex-quota  imports  into  the  United  States,  which 
beforehand  was  free,  is  now  bound  too.  In  other  words,  before  Geneva  the 
United  States  would  have  been  free,  if  it  saw  fit,  to  raise  the  duty  on  imports 
of  fish  fillets  from  Canada  in  excess  of  our  quota ;  under  the  Geneva  agreements 
provisionably  applied  on  January  1,  they  have  now  obligated  themselves  not  to 
increase  the  duty  on  ex-quota  imports', 

Hon.  Mr.  Crerar:  What  was  the  duty  before  the  agreements  came  into 
effect? 

Mr.  Kemp:  The  rates  of  duty  have  not  been  changed;  they  have  been 
bound  at  the  previous  rates.  The.  duty  on  ex-quota  imports  was  and,  still  is 
2^  cents  a  pound. 

In  other  fishery  products  the  maximum  reduction  has  been  given  on  a 
great  many  species.  There  are,  I  suppose,  at  least  50  or  60  'different  kinds  of 
fish  listed  in  the  agreement;  I  shall  not,  therefore,  try  at  the  moment  to  go  into 
them  in  detail,  except  to  say  that  on  nearly  all  species  of  fresh  or  frozen  fish 
there  has  been  a  substantial  reduction;  there  have  also  been  reductions  on 
smoked  or  kippered  herring,  pickled  salmon  and  various  other  species.  If  you 
wish  to  ask  questions  about  the  fish  in  detail,  we  have  the  particulars  here. 

Hon.  Mr.  Crerar:  What  will  be  the  duty  on  whitefish? 

Mr.  Kemp:  I  will  have  to  look  that  up. 

Hon.  Mr.  Haig:  The  Senator  wants  to  know  if  there  is  any  change. 

Mr.  Kemp:  There  has  been  a  reduction  of  J  cent  a  pound. 

Hon,.  Mr.  McKeen:  The  maximum  reduction  on  white  fiish? 

Mr.  Kemp:  It  was  not  the  maximum  but  close  to  it.  The  rate  was  reduced, 
from  f  cent  to  ^  cent  a  pound. 

Mr.  McKinnon:  On  most  fish  duties  we  got  a  50  per  cent  reduction. 

Mr.  Kemp:  We  also  obtained  concessions  on  fish  products  in  countries  other 
than  the  United  States. '  I  refer  to  Belgium,  the  Netherlands  and  Luxembourg — 
the  Benelux  custom  union — where  they  have  bound  free  entry  of  fish,  fresih 
or  chilled,  salted,  smoked  or  dried;  and,  France  has  reduced  her  duties  to  Canada 
on  canned  salmon  and  canned  lobster  ;  Brazil  reduced  the  duties  on  d'ried,  salted 
codfish,  and  Cuba  reduced  on  dried  codfish ;  as  well  as  taking  off  certain  revenue 
duties  which  were  a  burden  on  imports,  Czechoslovakia  has  undertaken  to  reduce 
the  duties  on  salted  herrings  and  preserved,  salmon;  India,,  on  canned  fish; 
Norway,  on  canned  lobster,  canned  salmon  and  salted  salmon.  It  should  be 
mentioned,  however,  that  several  of  those  countries  have  not  yet  put,  the  reduc¬ 
tion  into  effect,  notably  Brazil,  Czechoslovakia,  India  and  Norway.  We  expect 
that  all  those  countries  will  in  due  course  put  the  reductions  into  effect,  but 
they  have  not  yet  got  around  to  doing  it. 

Hon.  Mr.  Davies:  They  did  not  sign  the  agreement  to  put  them  into  effect 
on  the  1st  of  January,  as  the  others  did?  I  understand  that  those  who  signed 
the  agreements  were  to  put  them  into  effect  on  January  1st. 

Mr.  Kemp:  Those  who  signed  the  protocol  of  provisional  application. 
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Hon.  Mr.  Davies:  Bmt  these  four  countries  you  mentioned  have  not  so 
signed. 

Mr.  Kemp:  They  have  not  yet  signed  the  protocol  of  provisional  applica¬ 
tion. 

Mr.  McKinnon:  They  have  until  June,  1948,  Senator,  to  make  up  their 
mind®  and  sign. 

Hon.  Mr.  McKeen:  Have  there  been  any  countries  to  which  we  ship  any 
substantial  amount  of  canned  salmon,  which  have:  given  concessions  on  canned 
salmon? 

Hon.  Mr.  Haig:  I  thought  you  were  out  of  the  canned:  salmon  business, 
and  the  United  States  was  now  doing  it  all. 

Hon.  Mr.  McKeen:  We  are  afraid  we  will  be  out  of  it. 

Hon.  Mr.  Haig:  The  United  States  has  the  same  rights  we  have. 

Hon.  Mr.  McKeen:  Russia  and  Japan  are  ahead  of  us. 

The  Chairman:  But  Russia  is  not  in  on  it. 

Hon.  Mr.  McKeen:  That  is  the  reason  the  United  States  would  not  give 
a  concession  on  canned  salmon  because  they  considered  Russia  to  be  the 
principal  potential  supplier,  and  if  they  gave  a  concession  to  Canada  they  would 
automatically  have  given  it  to  Russia,  if  she  came  in ;  and  if  they  did  that 
they  would  want  to  get  some  concessions  from  Russia.  That  is  the  reason 
they  gave  us  no  concessions  on  canned  salmon  in  the  United  States. 

The  Chairman:  The  question  of  Russia’s  coming  in  now  is  rather  remote. 

Mr.  Kemp:  The  principal  concessions  that  we  received  on  canned  salmon, 
sir,  were  in  Benelux  where  the  duty  has  been  bound  at  25  per  cent,  and  in 
France,  where  it  is  has  been,  reduced  from  30  to  25  per  cent. 

Horn  Mr.  McKeen:  And  there  is  no  other  country  shipping  into  those 
countries  at  a  lower  duty  than  that? 

Mr.  Kemp:  That  is  right,  sir.  We  enjoy  most-favoured-nation  privileges 
in  those  countries. 

Passing  on  to  lumber,  we  have  obtained  maximum  reductions  in  the  United 
States  duties  on  softwood  lumber,  and  also  a  50  per  cent  reduction  in  the 
internal  revenue  tax,  which  is  another  protective  tax,  different  from  the  customs 
duties.  These  reductions  apply  to  a  very  wide  range  of  Canadian  lumber 
in  various  forms.  We  also  obtained  maximum  reductions  in  duties  on  red 
cedar  plywood,  veneers  (other  than  of  birch  or  maple,  which  are  bound1  at 
10  per  cent),  and  binding  of  free  entry  for  wood  pulp,  poles,  ties,  staves,  and 
so  on.  The  principal  forest  products  which  we  exported  to  the  United  States 
before  the  Geneva  agreement,  and  still  do,  were  newsprint  and  paper  pulp. 
These  were  already  free  of  duty,  so  that  the  United  States  was  not  able  to 
give  us  any  further  concession  on  those  items  except  to  continue  binding  them 
free  of  duty. 

We  also  obtained  binding  by  Benelux  of  free  entry  for  logs,  pulpwood 
and  wood  pulp,  and  of  low  rates  on  veneer  sheets  and  tongued  and  grooved 
wood.  We  received  reductions  in  the  French  duties  on  logs,  pulpwood,  veneer 
leaves,  tongued  and  grooved  wood,  and  wood  pulp;  and  India  made  a  concession 
on  Douglas  fir  timber.  The  exports  of  that  material  to  India  from  Canada 
have  not  been  very  large  in  the  past,  but  there  may  be  some  increase  as 
a  result  of  the  concessions  that  have  been  obtained. 

Hon.  Mr.  McKeen:  That  will  apply  to  ties  as  well? 

Mr.  Kemp:  Yes,  sir. 

Coming  now  to  metals,  we  received  very  substantial  concessions  on  base 
metals.  There  was  a  reduction  by  the  United  States  of  one-third  in  the  duty 
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on  aluminum  metal  and  of  50  per  cent  in  the  duties,  on  aluminum  plates,  sheet, 
scrap,  and  so  on.  Maximum  reductions  were  also  granted  on  magnesium, 
tantalum,  cadmium,  nickel  in  all  form  except  tubes  and;  tubing,  and  zinc  sheets, 
scrap  and  dross,  together  with  binding  of  free  entry  and  maximum  reduction 
in  the  internal  revenue  tax  on  all  copper  going  into  the  United  'States, 

Hon.  Mr.  Crerar:  What  is  the  actual  reduction  per  pound  on  aluminum? 

Mr.  Kemp:  The  United  States  duty  on  aluminum:  used  to  be  3  cents 
a  pound;  it  is  now  2  cents.  The  duty  on  aluminum  scrap  has  been  reduced 
from  3  cents  to  one  and  a  half  cents  a  pound.  On  aluminum  plates  the  duty 
was  6  cents  a  pound,  and  it  is  now  3  cents.  Copper  enters  the  United  States 
duty  free,  but  there  was  an  internal  revenue  tax  of  4  cents  a  pound,  which  has 
now  been  reduced  to  2  cents,  a  pound.  There  was  no  concession  by  the  United 
States  on  lead,  as  they  regard  another  country  as  the  principal  source  of 
supply  and  will  no  doubt  be  negotiating  with  that  country. 

Hon.  Mr.  Haig:  What  country  is  that? 

Mr.  Kemp:  Mexico,  I  understand.  The  United  States  gave  us  a  concession 
on  zinc,  the  rate  of  duty  on  zinc  ores  having  been  reduced  from  one  and 
one  fifth  to  three  quarters  of  a  cent  per  pound;  and  on  blocks  and  pigs  of 
zinc  the  reduction  is  from  one  and  two-fifths  to  seven-eighths  of  a  cent  per 
pound.  It  will  be  noticed  that  the  cut  on  these  metals  is  not  quite  50  per  cent, 
but  very  close  to  that.  I  have  here  the  figures  on  cadmium,  cobalt,  tungsten 
and  tantalum,  which  I  will  give,  if  the  particulars  are  required. 

Hon.  Mr.  Beaubien:  Are  these  tariff  reductions  on  our  goods  going  into 
the  United  States  in  effect  now? 

Mr.  Kemp:  Yes,  sir. 

Hon.  Mr.  Beaubien:  Even  though  not  approved  by  Congress? 

Mr.  Kemp:  Yes,  sir. 

The  Chairman:  From  the  1st  of  January. 

Hon.  Mr.  Robertson:  They  came  into  effect  as  a  result  of  powers  given 
to  the  President  to  negotiate  relictions,  up  to  50  per  cent. 

Hon.  Mr.  Beaubien:  Does  that  apply  to  reductions  in  the  internal  revenue 
tax  that  was  imposed  on  certain  goods? 

Mr.  Robertson:  Yes. 

Mr.  Kemp:  That  tax  on  most  of  the  metals,  where  it  existed,  has  been  reduced 
by  50  per  cent. 

Hon.  Mr.  Robertson:  Under  the  powers  of  the  President. 

Mr.  Kemp:  Yes,  sir. 

If  I  may,  I  shall  now  pass  on  to  non-metallic  minerals.  We  obtained 
reductions  in  various  countries  in  duties  on  mica,  talc,  and  corundum.  Asbestos, 
which  is  one  of  our  substantial  exports,  was  already  going  to  the  United  States 
duty  free,  so  there  was  nothing  further  they  could  do  for  us  on  this  item  except  to 
bind  continued  duty-free  entry,, which  they  did.  The  United  States  also  bound 
free  entry  on  coal  and  coke,  small  quantities  of  which  are  shipped  there  from 
Canada,  and  on  artifieal  abrasives,  calcium  cyanide,  gypsum,  stone,  and  sand, 
including  nepheline  syenite. 

Hon.  Mr.  McKeen:  The  coal  item  is  not  changed? 

Mr.  Kemp:  No  sir;  it  is  bound  free. 

Hon.  Mr.  Crerar:  Were  there  any  duties  on  iron  ores  or  iron  and  steel 
products? 

Mr.  Kemp:  On  pig  iron  and  spiegeleisen  the  United  States  has  bound  the 
existing  duty  of  75  cents  per  ton,  while  the  duty  of  75  cents,  per  ton  on  scrap  iron 
and  steel  has  been  cut  in  half.  There  have  been  substantial  reductions  in  the 
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duty  on  ferromanganese  and  ferrochrome,  On  boron  carbide  the  duty  of  twelve 
and  one-half  per  cent  has  been  cut  in  half.  On  hollow  drill  steel  bars  valued 
at  eight  to  twelve  cents  a  pound,  which  are  of  substantial  importance  to  a 
Canadian  producer  in  western  Ontario,  the  rate,  which  was  formerly  20  per  cent 
with  a  minimum  of  one  and  five-eighths  cents  per  pound,  has  been  cut  in  half, 
the  new  rate  being  10  per  cent  with  a  minimum  of  seven-eighths  of  a  cent  per 
pound.  Iron  and  steel  rails  are  bound  at  one-tenth  of  a  cent  a  pound,  and  fish 
plates  have  been  reduced  from  one-quarter  to  one-eighth  of  a  cent  per  pound. 

The  .Chairman:  Have  exporters  and  possible  exporters  of  these  products 
been  informed  of  these  reductions,  so  that  they  might  take  early  advantage 
of  them? 

Mr.  Kemp:  We  have  done  our  best,  sir.  This  material  has  been  published 
and  copies  have  been  widely  distributed.  In  addition,  copies  of  the .  complete 
Geneva  agreement  have  been  issued  to  a  number  of  trade  organizations,  and 
individual  firms  can  get  copies  from  the  Ryerson  Press,  in  Toronto,  which  I 
understand:  is  maintaining  a  supply.  We  have  had  a  considerable  volume  of 
correspondence  with  a  large  number  of  Canadian  firms  that  have  written  in  to 
ask  exactly  where  they  stand. 

The  Chairman:  Have  yeti  noticed  any  appreciable  increase  in  exports  of 
some  of  these  commodities  as  a  result  of  the  concessions? 

Mr.  Kemp:  It  would  be  pretty  early  to  notioe  any  increase  yet,  Mr.  Chair¬ 
man,  because  the  concessions  became  effective  only  on  the  1st  of  January. 

Hon.  Mr.  Kinley:  Is  this  arrangement  reciprocal?  The  United  States  has 
lowered  the  rates  on  our  iron  and  steel  going  into  that  country;  have  we  made 
the  same  reduction  applicable  to  those  goods  coming  from  the  United  States 
into  Canada? 

Mr.  McKinnon:  The  arrangement  is  not  reciprocal  on  iron  and '  steel, 
because  the  United  States  tariff  rates  on  most  iron  and  steel  items,  including 
all  the  primary  forms  up  to  the  rolling  mill  stage,  were  considerably  higher  than 
ours.  In  many  cases  the  50  per  cent  reduction  in  United  States  duty  would  still 
leave  the  rate  higher  than  ours,  so  we  did  not  lower  our  duty. 

Hon.  Mr.  Kinley:  This  applies  to  Belgium  also? 

Mr.  McKinnon:  Yes.  The  reduction  that  the  United  States  made  would 
apply  to  Belgium  as  well  as  to  Canada,  and  any  reductions  that  we  made  would 
apply  to  Belgium  as  well  as  to  the  United  States.  But  on  iron  and  steel  items 
in  the  basic  primary  forms  up  to  and  including  rolling  mill  products  we  made 
very  little  if  any  reduction,  because  of  the  fact  that  the  United  States  rates 
were  so  much  higher  than  ours. 

Mr.  Kemp:  Now,  if  I  may,  I  will  pass  on  to  chemicals.  There  is  a 
substantial  chemical  industry  in  this  country,  and  we  obtained  maximum 
reductions  in  United  States  duties  on  acetic  anhydride,  vinyl  acetate  and 
synthetic  resins,  selenium  dioxide  and  tellurium  compounds,  aluminum  hydronide, 
ammonium  nitrate,  calcium  carbide,  acetylene  and  other  blacks,  and  salt,  with 
reductions  in  duties  on  acetic  acid  and  crude  barytes. 

The  Chairman:  Do  honourable  members  know  what  most  of  those  items 

are? 

Hon.  Mr.  Haig:  I  would  ask  Mr.  Kemp  not  to  read  so  fast.  The  only 
item  I  understood  out  of  that  list  was  salt. 

Mr.  Kemp:  We  would  have  liked  to  get  a  reduction  in  the  duty  on  refined 
barytes,  which  is  produced  in  large  volume  in  Nova  Scotia  and  is  used  in  the 
process  of  drilling  for  petroleum  and  also  in  the  manufacture  of  certain  paints. 
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The  Chairman:  Is  there  any  common  or  garden  variety  of  name  that  you 
could  use  to  describe  some  of  these  things  instead  of  referring  to  them  by  their 
scientific  names? 

Mr.  McKinnon:  One  of  those  items  which  is  very  well  known  is  acetic 
acid,  of  which  we  are  very  large  producers  and  exporters.  We  have  had  a 
tremendously  important  market  for  acetic  acid  in  the  United  States  for  years. 

Hon.  Mr.  Kinley:  It  is  made  largely  from  sawdust,  it  it  not? 

Mr.  McKinnon:  It  is  a  by-product  of  relatively  cheap  power,  senator. 
We  have  been  very  large  suppliers  of  that  as  well  as  of  most  of  the  other 
chemicals  that  Mr.  Kemp  has  named.  In  fact,  we  got  the  reductions  in  duties 
because  we  were  the  principal  source  of  supply. 

Mr.  Kemp:  Another  chemical  on  the  list  whose  name  will  be  familiar  is 
calcium  carbide,  which  is  now  used  very  widely  for  industrial  purposes.  I 
mentioned  also  ammonium  nitrate,  which  is  another  by-product  of  cheap  power 
in  this  country,  and  it  is  of  substantial  importance  to  us. 

Hon.  Mr.  Kinley:  Are  we  large  importers  of  salt  from  United  States? 

Mr.  Kemp:  Yes,  sir. 

Hon.  Mr.  Kinley:  In  the  Maritimes  we  get  our  salt  from  the  Bahamas 
and  the  Mediterranean. 

Hon.  Mr.  McKeen:  On  the  Pacific  Coast  our  supply  comes  mainly  from 
San  Francisco. 

Mr.  Kemp:  When  going  through  this  list  of  principal  concessions  that  we 
received  I  skipped  some  agricultural  items.  I  should  mention  seed  potatoes, 
on  which  we  obtained  an  increase  in  the  United  States  quota  from  1,500,000 
bushels  to  2,500,000  bushels.  On  turnips  we  received  the  maximum  reduction 
in  United  States  duty.  We  also  got  concessions  on  various  kinds  of  seeds. 
There  was  a  maximum  reduction  in  the  United  States  duties  on  alfalfa,  red 
clover,  alsike  clover,  sweet  clover  and  timothy,  with  reductions  on  other  grass 
and  forage  seeds. 

I  believe  that  apples  were  discussed  at  a  previous  meeting  of  the  committee. 
It  was  also  stated  that  we  got  reductions  in  the  United  States  duty  on  blue¬ 
berries,  both  fresh  and  canned,  as  well  as  on  other  berries.  That  will  be  of 
particular  interest  to  the  provinces  of  Quebec  and  Nova  Scotia. 

Hon.  Mr.  Beatjbien:  What  was  the  duty  on  blueberries  before  the 
concession? 

Mr.  Kemp:  Under  the  Hawley-Smoot  tariff,  the  duty  was  35  per  cent  on 
frozen  and  canned  blueberries  and  1^  cents  per  pound  on  fresh  blueberries.  In 
the  1935  agreement  the  duty  on  frozen  and  canned  blueberries  was  reduced  to 
25  per  cent;  in  the  1938  agreement  with  the  United  States  a  reduction  to  17J 
per  cent  was  obtained  for  the  frozen  and  canned  berries,  and  the  duty  on  fresh 
blueberries  was  cut  to  1  cent  per  pound.  At  Geneva  the  United  States  duty 
on  frozen  and  canned  blueberries  was  reduced  to  10  per  cent  ad  valorem  and 
the  duty  on  fresh  blueberries  was  confirmed  at  1  cent  per  pound.  We  tried 
especially  to  obtain  a  reduction  in  the  duty,  on  frozen  blueberries  and  did  obtain 
a  substantial  cut  in.  it. 

Hon.  Mr.  Haig:  Can  you  tell  me  the  amount  we  receive  from  the  sale  of 
blueberries  to  the  United  States  by  provinces? 

Mr.  Kemp:  I  shall  have  to  look  it  up. 

Hon.  Mr.  Haig:  How  much  a  basket,  for  instance,  did  we  sell  them  for? 

Mr.  Kemp:  In  1946  we  exported  about  15  million  pounds  of  blueberries 
from  eastern  Canada  to  the  United  States  at  a  total  value  of  something  in 
excess  of  $3  million. 

Hon.  Mr.  Haig:  What  quantity  came  from  western  Canada? 
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Mr.  Kemp:  I  do  not  think  any  moved  from  western  Canada. 

Mr.  McKinnon:  The  blueberries  were  all  shipped  from  eastern  Canada 
in  a  commercial  way. 

Mr.  Kemp:  The  commercial  supplies  are  in  the  east. 

Hon.  Mr.  Beaubien:  I  could  take  my  friend  to  places  such  as  South 
Junction  and  Sprague,  and  show  him  hundreds  and  hundreds  of  baskets  of 
blueberries  being  taken  across  the  line. 

Hon.  Mr.  Crerar:  They  are  probably  smuggled  over. 

Mr.  McKinnon:  That  may  be  true,  Senator  Beaubien,  but  the  big  com¬ 
mercial  trade  is  from  the  east,  where  they  ship  by  the  carload. 

Hon.  Mr.  Haig:  I  have  no  doubt  that  some  blueberries  are  taken  across  the 
border,  but  I  know  the  bulk  of  them  that  come  to  the  city  of  Winnipeg  are  from 
eastern  Ontario. 

Mr.  McKinnon:  I  think  the  significant  thing  is,  Mr.  Chairman,  that  the 
duties  on  fresh  and  frozen  berries  have  been  reduced  in  successive  agreements 
from  35  to  10  per  cent. 

Mr.  Kemp:  There  are  a  number  of  miscellaneous  products,  that  might  be 
mentioned  here.  We  have  obtained  further  reductions  in  the  United  States 
duties  on  maple  syrup  and  maple  sugar.  The  duties  already  were  fairly  low, 
but  they  have  been  reduced  a  little  more.  Reductions  were  made  in  honey,  hay, 
straw,  millet,  dry  peas,  beef  and  veal.  Mr.  McKinnon  has  mentioned  that 
the  reduction  in  the  duty  on  beef  is  substantial,  from  6  cents  a  pound  to  3  cents 
a  pound.  Further  reductions  were  given  on  lamb,  mutton,  wool,  dried  and 
frozen  eggs,  canned  fruits,  dried  potatoes,  potato  starch,  onions,  various  fresh 
vegetables,  certain  processed  and  canned  vegetables,  soups,  juices  and  sauces, 
most  vegetable  seeds  and  tobacco. 

There  remain  only  two  main  classes  of  items  to  mention;  one  is  the  United 
States  duties  on  spirituous  liquors.  Both  the  United  Kingdom  and  Canada  have 
a  substantial  interest  in  those  duties,  and  considerable  reductions  were  made . 
in  the  duties  on  whiskey  and  gin.  We  pass  now  to  the  manufactured  goods. 

Hon.  Mr.  Buchanan:  Did  you  mention  canned  goods  a  moment  ago? 

Mr.  Kemp:  Yes,  canned  vegetables. 

Hon.  Mr.  Buchanan:  Have  we  much  of  a  market  now  with  the  United 
States  in  that  type  of  product? 

Mr.  Kemp:  Not  a  very  large  one,  sir. 

In  respect  to  the  various  manufactured  goods,  we  were  not  in  general  the 
principal  negotiators  with  the  United  States;  as  you  know,  they  preferred  to 
negotiate  largely  with  the  principal  source  of  supply.  The  manufactured  goods 
in  which  we  had  the  principal  interest,  and  on  which  we  obtained  concessions 
in  the  United  States,  included  electric  stoves  and  other  appliances  employing  an 
electric  element;  aircraft  and  parts,  pleasure  craft,  reciprocating  locomotives, 
many  articles  and  wares  of  metal,  paint  brush  handles,  baby  carriages,  canoes 
and  paddles,  mop  handles,  skis,  hockey  sticks,  toboggans  and  equipment  for 
exercise  or  play.  We  have,  as  honourable  senators  know,  an  important  pipe 
organ  industry  in  Canada,  which  has  been  doing  a  substantial  export  business. 
We  have  obtained  a  further  reduction  in  the  duties  on  pipe  organs  and  parts, 
and  also  on  rubber  substitutes  and  synthetic  rubber. 

The  Chairman:  Do  we  export  synthetic  rubber? 

Mr.  Kemp:  Yes. 

The  Chairman:  But  the  United  States  has  large  equipment  for  the  manu¬ 
facture  of  that  commodity? 

Mr.  Deutsch:  We  have  shipped  substantial  quantities  since  the  war,  and 
are  shipping  it  now,  sir. 
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Mr.  Kemp:  Among  our  most  import  exports  of  manufactured  goods  are 
agricultural  implements  and  parts.  They  already  enter  the  United  States  duty 
free  and  that  condition  still  continues  to  be  bound  under  the  Geneva  Agreement. 

Hon.  Mr.  Crerar:  Bound  both  ways? 

Mr.  Kemp:  Yes,  sir. 

The  Chairman  :  They  come  into  Canada  free,  as  well. 

Mr.  Kemp:  Yes,  sir.  There  have  also  been  a  number  of  bindings  of  duties 
or  reductions  of  duties  on  manufactured  goods  in  other  countries,  but  except  for 
the  ones  I  have  mentioned,  they  are  of  less  importance  quantitatively. 

It  should  be  remembered  that  Canada  has  not  been  the  principal  source  of 
supply  of  the  more  highly  manufactured  goods,  and  consequently  the  benefits 
that  we  receive  in  other  countries’  duties  on  manufactured  goods  come  to  us 
very  largely  as  a  by-product  of  the  most  favoured  nation  principle,  rather  than 
as  a  result  of  direct  negotiating  by  ourselves. 

Hon.  Mr.  Crerar:  What  about  copper  and  aluminum  wire  and  kitchenware 
made  from  aluminum? 

Mr.  Kemp:  On  hollow  or  flat  ware,  iron  or  steel,  the  Hawley-Smoot  rate 
was  40  per  cent;  the  rate  was  still  40  per  cent  in  1946,  and  under  the  Geneva 
agreements  it  was  reduced  to  20  per  cent.  Our  exports  to  the  United  States 
in  1946,  under  the  40  per  cent  rate  amounted  to  $109,000.  We  hope  that  with 
the  rate  now  cut  in  half  we  may  be  able  to  do  better  on  that  item.  The  same 
reduction  was  made  on  hollow  or  flat  ware  of  base  metals,  not  elsewhere  specified, 
which  would  cover  everything  but  iron  and  steel  items. 

The  Chairman:  Would  it  cover  nickel? 

Air.  Kemp:  It  would  include  nickel.  The  Hawley-Smoot  rate  was  40  per 
cent,  and  it  continued  to  be  40  per  cent  in  1946.  That  item  was  cut  in  half, 
which  makes  it  now  20  per  cent.  Our  exports  to  the  United  States  in  1946 
amounted  to  $53,000  for  that  group  of  articles. 

Hon.  Mr.  Crerar:  What  about  wire? 

Mr.  Kemp:  There,  are  approximately '25  items  for  wire;  it  depends  on  the 
materials. 

Mr.  McKinnon:  With  respect  to  aluminum  ware  Senator  Crerar,  we 
reached  a  complete  reciprocal  schedule  all  the  way  through  from  the  aluminum 
pig  to  the  ingot  and  most  finished  products.  The  rates  were'  considerably  higher, 
but  they  have  been  reduced  subject  to  approval  by  parliament  on  both  sides, 
with  the  result  that  we  now  have  our  aluminum  products  on  a  completely 
reciprocal  schedule  affecting  fifteen  or  twenty  items.  The  wire  rate  is  22^ 
cents  a  pound. 

Mr.  Kemp:  We  have  here  the  figures  for  copper  wire,  which  is  covered 
by  Item '316a  in  the  United  States  tariff.  The  Hawley-Smoot  rate  on  that  was 
35  per  cent  plus  4  cents  a  pound  internal  revenue  tax;  that  rate  continued 
in  1946,  but  at  Geneva  both  these  rates  were  cut  in  half,  so  that  the  new  rate 
is  17^  per  cent  ad  valorem  plus  2  cents  a  pound  internal  revenue  tax.  Our 
exports  to  the  United  States  of  that  item  in  1946  amounted  to  $72,000. 

Hon.  Mr.  Haig:  The  internal  revenue  tax  is  put  on  their  goods  as  well  as 
ours? 

Air.  Kemp:  Not  in  this  case,  sir.  The  internal  revenue  tax  in  some  instances 
was  put  on  as  an  additional  means  of  protection. 

The  Chairman:  We  formerly  called  it  specific  duty. 

Mr.  Kemp:  There  are  two  different  families:  the  tariff  and  the  internal 
revenue  tax,  but  they  have  the  same  purpose. 

Mr.  Deutsch:  The  reason  for  it,  Mr.  Senator,  was  that  when  they  wanted 
to  give  particular  protection  to  an  item,  and  they  did  not  wish  to  open  up  the 
whole  tariff  question,  they  simply  put  a  tax  on  the  item. 
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The  Chairman:  They  put  it  only  on  imports. 

Mr.  Detjtsch:  On  imports. 

The  Chairman:  In  terms  of  ad  valorem  duty  it  would  run  very  high,  but 
the  people  did  not  know  it. 

Hon.  Mr.  Buchanan:  As  a  result  of  our  trade  negotiations,  what  has  taken 
place  that  would  develop  our  trade  with  South  American  countries? 

Mr.  Kemp:  There  were  only  two  South  American  countries  represented 
at  Geneva:  Chile  and  Brazil.  Neither  of  those  countries  has  as  yet  put  the  new 
rates  into  effect.  As  to  the  remaining  South  American  countries,  we  look  with 
hope  to  the  results  of  the  Havana  conference  and  the  possibility  that  these 
countries  will  see  fit  to  join  the  organization. 

Hon.  Mr.  Haig:  I  do  not  wish  to  embarrass  you,  but  have  you  any  report 
on  the  Havana  conference  as  to  what  progress  is  being  made? 

Mr.  McKinnon:  The  discussion  at  Havana  relates  to  the  principal  clauses 
of  the  general  agreement  rather  than  tariffs.  Mr.  Deutsch  could  answer  your 
question. 

Hon.  Mr.  Haig:  What  progress  is  being  made,  Mr.  Deutsch? 

Mr.  Deutsch:  It  has  been  very  difficult,  sir;  the  main  trouble,  as  Senator 
Robertson  said  at  the  outset  has  been  the  right  to  use  the  quantitative  restrictions 
for  protective  purposes.  That  has  been  the  main  difficulty.  The  Geneva 
agreement,  as  you  know,  Senator,  does  not  permit  the  use  of  quantitative 
restrictions.  Many  of  the  countries  at  Havana  wish  to  obtain  the  right  to  use 
them,  and  that  question  has  been  a  difficult  one.  At  this  stage  of  the  conference 
it  is  still  not  solved. 

Hon.  Mr.  Haig:  If  the  Havana  conference  fails  does  the  agreement  which 
you  have  made  with  certain  countries  still  stand? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Haig:  There  is  no  danger,  for  instance,  that  the  agreement  you 
made  with  the  United  States  would  not  stand? 

Mr.  Deutsch:  Even  if  Havana  were  not  to  succeed,  the  agreements  with 
the  eight  countries  would  continue.  I  must  point  out,  Senator,  that  none  of 
the  countries  have  as  yet  ratified  it,  and  I  cannot  say  what  their  parliaments 
will  do. 

The  Chairman:  With  respect  to  the  United  States,  the  President  has  the 
power  to  act  without  referring  it  to  Congress? 

Mr.  Deutsch:  That  is  perfectly  true,  but  while  the  United  States  has 
signed  the  protocol  of  provisional  application,  and  the  President  has  full  power 
to  ratify,  he  has  not  yet  done  so. 

The  Chairman:  Is  there  any  danger  that  he  may  not? 

Mr.  Deutsch:  No,  I  should  think  there  would  be  no  danger  of  his  not 
doing  so,  if  all  the  other  countries  do.  We  do  not  expect  any  of  the  countries 
to  fail  to  ratify,  but  their  parliaments  still  have  to  act. 

Hon.  Mr.  Buchanan:  Did  I  understand  you  to  say  that  there  is  a  much 
larger  representation  at  the  Havana  conference  than  there  was  at  the  Geneva 
conference? 

The  Chairman:  Yes.  There  were  twenty-three  countries  represented  at 
the  Geneva  conference  and  there  are  fifty-seven  represented  at  the  Havana 
conference. 

Hon.  Mr.  Buchanan:  Is  there  a  greater  representation  from  the  South 
American  countries? 

Mr.  Deutsch:  Yes,  every  South  American  country  is  represented  at 
Havana. 

Hon.  Mr.  Buchanan:  Were  they  invited  to  Geneva? 
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Mr.  Deutsch:  No.  The  countries  who  had  representatives  attending  the 
conference  at  Geneva  were  selected  by  the  Economic  and  Social  Council  of  the 
United  Nations.  They  were  appointed  for  that. 

Hon.  Mr.  Buchanan:  Why  were  these  other  countries  left  out? 

Mr.  Deutsch:  Senator,  the  theory  was  that  a  draft  agreement  could  not 
be  drawn  with  sixty  countries  present.  In  other  words,  a  group  small  enough 
had  to  be  selected  so  that  it  could  make  real  progress  in  drafting  an  agreement 
and  a  charter.  The  countries  were  chosen  as  a  nucleus  to  do  the  drafting  work, 
and  later  on  they  were  to  submit  the  result  of  their  work  to  the  world 
conference  which  is  now  going  on  in  Havana. 

Hon.  Mr.  Kinley:  And  the  world  conference  can  amend  or  change  the 
charter? 

Mr.  Deutsch:  Yes.  They  are  only  discussing  the  charter.  They  are  not 
discussing  our  tariff  agreements. 

Hon.  Mr.  Robertson:  Is  it  not  right  to  say  that  these  agreements  have 
been  entered  into  by  a  group  of  countries  whose  interests  are  more  or  less 
the  same  in  that  they  are  perhaps  a  little  further  advanced  in  industrial 
development  and  represent,  as  you  have  pointed  out  to  Senator  Crerar,  about 
two- thirds  of  the  world’s  trade?  Now,  there  are  thirty  odd  smaller  countries 
to  whom  the  problem  of  reconciling  the  abolition  of  quantitative  restrictions, 
in  their  minds  at  least,  presents  for  them  a  very  great  problem.  On  the  other 
hand,  they  are  naturally  anxious  to  get  into  the  club  and  enjoy  the  benefits  that 
come  from  trading  with  countries  who  do  so  much  trade.  It  seems  to  me  that 
Havana’s  difficulty  is  to  reconcile  these  two  conflicting  viewpoints. 

Mr.  Deutsch:  That  is  exactly  right. 

The  Committee  adjourned  to  the  call  of  the  Chair. 
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ORDER  OF  REFERENCE 


(Extract  from  the  Minutes  of  the  Proceeding  of  the  Senate,  December  15, 

1947.) 

The  Honourable  Senator  Robertson,  seconded  by  the  Honourable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and  Employ¬ 
ment  held  at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  comple¬ 
mentary  agreements  of  October  30,  1947,  between  Canada  and  the  United  States 
of  America  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 


The  question  being  put  on  the  said  motion,  it  was — 
Resolved  in  the  affirmative. 


L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Tuesday,  16th  March,  1948. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators  Blais,  Buchanan,  Burchill,  Campbell, 
Davies,  Duffus,  Gouin,  Howard,  Jones,  Macdonald  {Cardigan) ,  MacLennan, 
McKeen,  McLean,  Paterson,  Pirie,  Robertson,  Vaillancourt  and  White. — 18. 

In  the  absence  of  the  Chairman  the  Honourable  Senator  Campbell  was 
elected  Acting  Chairman. 

The  official  reporters  of  the  Senate  were  in  attendance. 

The  Committee  resumed  consideration  of  the  subject  matter  of  the  General 
Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Applica¬ 
tion  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory 
Committee  of  the  United  Nations  Conference  on  Trade  and  Employment  held 
at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  complementary 
agreements  of  October  30,  1947,  between  Canada  and  the  United  States  of 
America  and  between  Canada  and  the  United  Kingdom. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board,  was  again  heard  and 
questioned. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
of  Trade  and  Commerce,  was  again  heard  and  questioned. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations,  Department  of  Finance, 
was  again  heard  and  questioned. 

Dr.  A.  E.  Richards,  Ottawa,  Ontario,  Economist,  Department  of  Agriculture, 
was  heard  with  respect  to  the  regulations  in  connection  with  the  exportation 
of  milk  and  cream  from  Canada  to  the  United  States. 

Mr.  G.  C.  Cowper,  Chief  of  Foreign  Tariff  Section,  Department  of  Trade 
and  Commerce,  was  heard  and  questioned. 

Mr.  Kemp  filed  statement  showing  Imports  into  the  United  States  from 
Canada  of  Principal  Dutiable Ttems  on  which  Concessions  were  Obtained  under 
the  General  Agreement  on  Tariffs  and  Trade  Calendar  Years  1939  and  1946 
Showing  Rates  of  Duty.  (Statement  includes  only  items  valued  at  $50,000 
or  more  in  either  year.),  which  was  ordered  to  be  included  in  the  record.  (See 
Appendix  “A”  ) 

At  12.10  p.m.,  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

H.  ARMSTRONG, 

Clerk  of  the  Committee. 
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MINUTES  OF  EVIDENCE 

The  Senate, 

Tuesday,  16th  March,  1948. 

The  Standing  Committee  on  Canadian  Trade  Relations  resumed  this  day 

at  10.30  a.m. 

Hon.  Mr.  Robertson:  Honourable  senators,  in  the  temporary  absence  of 
Senator  Euler,  I  move  that  Senator  Campbell  occupy  the  Chair. 

The  motion  was  carried. 

Hon.  Mr.  Campbell  in- the  Chair. 

Hon.  Mr.  Robertson:  Honourable  senators  will  remember  that  at  our  last 
meeting  it  was  suggested  that  today  we  should  hear  Mr.  McKinnon,  Mr.  Kemp 
and  Mr.  Deutsch  on  the  concessions  that  Canada  made  in  the  Geneva  trade 
agreements.  Of  course,  any  senator  will  be  free  to  ask  any  questions  that  may 
occur  to  him  on  the  other  point,  as  to  what  Canada  received.  While  this  may 
be  the  final  meeting  of  the  committee,  I  think  that  the  committee  should  perhaps 
not  report  until  the  Chairman  returns,  which  will  probably  be  within  the  next 
few  days.  There  is  no  great  rush  about  the  matter,  but  I  did  not  want  to 
postpone  this  meeting  of  the  committee,  because  Mr.  McKinnon  is  a  very  busy 
man  and  there  are  a  great  many  demands  on  his  time.  I  had  made  this 
appointment  with  him  some  time  ago  and  therefore  thought  it  was  advisable 
to  keep  it.  I  think  the  Chairman  will  understand. 

The  Acting  Chairman:  Honourable  senators,  the  main  purpose  of  this 
meeting  is  to  go  through  the  schedules;  the  witnesses  are  here,  particularly  Mr. 
McKinnon,  to  answer  any  questions  that  the  members  may  care  to  ask  with 
respect  to  changes  in  the  tariff  of  any  particular  item.  I  do  not  suppose  it  is 
desirable  to  go  through  the  whole  schedules,  item  by  item,  because  that  would 
take  a  long  time.  If  honourable  senators  now  care  to  direct  questions  to  Mr. 
McKinnon,  he  is  prepared  to  answer  them. 

Hon.  Mr.  Robertson:  May  I  say  that  I  have  a  point  I  should  like  to 
bring  up,  and  it  does  not  matter  to  me  whether  I  do  it  at  this  time  or  later  on. 
I  should  like  to  revert  to  one  or  two  points  in  regard  to  the  concessions  we 
secured  from  the  United  States. 

The  Acting  Chairman:  You  may  proceed  with  it  now. 

Hon.  Mr.  Robertson  :  Since  we  last  met  I  have  had  a  deputation  from  the 
dairy  industry  people  to  see  me  on  the  question  which  is  now  before  the  house. 
It  was  drawn  to  my  attention  that  while  the  Geneva  Trade  Agreements  extended 
very  considerable  benefits  to  all  or  most  of  the  branches  of  agriculture  in 
Canada,  there  were  very  little  concessions  made  to  the  dairy  industry. 

I  should  like  to  ask  Mr.  McKinnon  if  that  situation  was  as  a  result  of  the 
reluctance  on  the  part  of  the  United  States  authorities  to  grant  us  concessions, 
or  was  it  that  no  particular  effort  was  made  on  our  part?  Let  me  illustrate 
my  point. 

Prior  to  1930  there  was  a  growing  and  lucrative  business,  throughout  the 
Eastern  Townships  and  Ontario,  from  selling  fluid  milk  and  cream  in  the  United 
States.  It  began  to  increase  about  1922  or  1923,  and  went  up  steadily  until  1927. 
There  was  a  shipment  of  21  million  pounds  of  fat  equivalent  in  fresh  milk  and 
fresh  cream,  and  I  am  advised  that  whole  sections  of  the  Eastern  Townships 
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and  Ontario  were  not  in  butter  production  at  all,  but  depended  entirely  on  this 
lucrative  market  for  milk  and  cream.  In  1927,  I  understand,  there  was  a  change 
in  legislation  in  the  United  States  requiring  most  stringent  inspection  regulations 
in  regard  to  milk  and  cream.  It  was  at  first  required  that  every  farm,  and  even 
every  cow,  be  inspected  by  American  inspectors. 

Hon.  Mr.  Howard:  That  is  right. 

Hon.  Mr.  Robertson:  Subsequently  that  was  changed,  and  I  believe 
certificates  by  Canadian  inspectors  were  accepted.  But  immediately  after  those 
restrictions  were  put  on  the  sale  of  fresh  milk  and  cream  started  to  drop.  In  1928 
the  market  stood  at  13  million  pounds,  and  in  1929  it  was  down  to  10  million. 

In  1930  the  Smoot-Hawley  tariff  came  on,  placing  an  almost  prohibitive 
tariff  on  those  products,  and  in  two  or  three  years  time  the  market  had 
disappeared  entirely. 

I  asked  the  representatives  of  the  dairy  industry  if  they  had  made  any 
representations  to  Mr.  McKinnon,  seeking  redress  in  the  American  market. 
The  reply  I  received  was  that  they  did  not  know  whether  that  had  been  done, 
but,  in  any  event,  the  government  would  not  let  them  ship  their  cream;  in  other 
words,  they  could  not  ship  cream  to  the  United  States  today  over  the  tariff  and 
make  money.  That  of  course  is  a  different  thing,  and  it  is  a  temporary  arrange¬ 
ment.  I  understand  the  cattle  people,  for  instance,  have  gotten  reductions  in 
quotas  and  tariffs  for  their  industry.  At  the  moment  that  is  of  no  immediate 
advantage  because  of  our  prohibitory  export  regulations,  but  I  was  referring 
to  the  long  term  view. 

I  should  like  to  know  from  Mr.  McKinnon  whether  he  made  any  representa¬ 
tions  about  that  industry,  and  what  he  thinks  is  the  possibility  of  restrictions 
being  removed.  I  am  not  referring  to  the  temporary  export  permit  regulations, 
but  I  am  talking  about  the  attitude  of  the  American  people. 

Mr.  McKinnon:  I  should  like  to  answer  first,  Mr.  Chairman,  the  Senator’s 
question  in  general  terms,  and  then  refer  it  to  Mr.  Kemp  of  Trade  and  Commerce, 
because  he  is  the  one  responsible  at  Geneva  for  pressing  demands  on  any 
particular  export  commodity,  and  for  deciding  within  reason  how  far  he  should 
press,  and  when  he  had  pressed  the  point  to  the  greatest  possible  advantage. 

We  had  of  course  negotiations  with  the  United  States  for  further  concessions 
on  both  milk  and  cream.  The  review  you  have  given  forms  a  background  for 
any  general  remarks  I  might  make.  You  illustrated  that  before  these  restrictions 
in  one  form  and  another,  were  imposed  there  was  a  substantial  and  lucrative 
export  of  both  milk  and  cream,  particularly  from  Ontario  and  Quebec  to  the 
United  States  market.  It  was  largely  because  of  our  recollection  of  the  magnitude 
of  the  trade  in  those  days  that  we  did  press  at  Geneva  for  still  further  conces¬ 
sions,  in  spite  of  the  fact  that  at  the  present  time  there  is  no  movement  of  any 
consequence.  Now,  as  you  know,  Mr.  Chairman,  we  got  no  enlargement  of  the 
quota  on  either  the  milk  or  the  cream. 

Hon.  Mr.  Robertson:  The  milk  quota  is  what,  now? 

Mr.  Kemp:  Milk  is  3,000,000  gallons  and  cream  is  one  and  a  half  million 
gallons. 

Mr.  McKinnon:  We  did  not  press  for  any  larger  quota  on  either  one, 
because  of  the  very  facts  that  Senator  Robertson  has  cited.  The  trade  has  fallen 
to  very  little,  in  the  face  of  very  definite  restrictions.  We  did,  however,  press  ^ 
for  a  further  reduction  in  the  rate  of  duty  on  both,  because  we  have  some 
hope  that  under  the  charter  it  will  not  be  possible  longer  for  these  restrictions 
on  so-called  sanitary  grounds  to  be  maintained  as  an  invisible  protection,  if, 
in  fact,  they  are  that.  Therefore,  relying  on  the  general  terms  of  the  charter  as 
regards  the  restrictions  Mr.  Kemp  concentrated  his  fire  on  the  two  rates  of  duty. 

He  got  a  further  reduction  on  both  rates  of  duty.  In  fact,  if  I  remember 
correctly,  Mr.  Kemp,  the  rate  on  the  milk  is  now  lower  per  gallon  than  it  was 
at  the  time  of  the  large  trade  to  which  Senator  Robertson  referred. 
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Hon.  Mr.  Howard:  Give  us  the  rate  as  it  was  at  that  time,  and  then  what 
it  is  now. 

Mr.  McKinnon:  With  these  general  observations,  Senator  Howard,  I 
would  like  now  to  ask  Mr.  Kemp  to  carry  on  the  detail,  because  it  was  his 
problem,  and  his  success  to  the  extent  we  got  reductions. 

The  Acting  Chairman:  Will  you  proceed,  Mr.  Kemp? 

Mr.  Kemp:  We  will  give  you  the  exact  rates  of  duty,  sir,  beginning  in  1922. 
In  1922,  under  the  tariff  at  that  time,  the  rate  of  duty  on  milk  was  two 
and  a  half  cents  a  gallon,  and  on  cream  was  20  cents  a  gallon.  In  the  1929  tariff 
revision  both  of  these  rates  remained  the  same — two  and  a  half  cents  a  gallon 
and  20  cents  a  gallon  respectively.  In  1930  the  Hawley-Smoot  tariff  raised 
the  rate  to  six  and  a  half  cents  a  gallon  on  milk  and  56^  cents  a  gallon  on 

cream.  1930  is  the  year  in  which  the  export  into  the  United  States  began  to  go 

down  very  seriously.  The  new  tariff  went  into  effect,  as  I  recollect,  on  the  1st  of 
July  of  that  year,  so  that  it  would  not  begin  to  affect  the  imports  till  the  second 
half  of  the  year.  In  1939,  under  the  trade  agreement  made  with  the  United 
States  in  that  year,  both  of  these  rates  were  cut  in  half.  The  rate  on  milk  was 
reduced  to  three  and  one-quarter  cents  a  gallon,  and  the  rate  on  cream  was 
reduced  to  28T3o  cents  a  gallon.  These  rates  continued  in  force  until  Geneva,  at 
which  time  the  rate  on  milk  was  reduced  to  2  'cents  a  gallon,  and  the  rate  on 

cream  was  reduced  to  20  cents  a  gallon.  Thus,  the  reduction  in  the  rate  of 

duty  on  milk  made  at  Geneva,  although  it  was  not  quite  a  half,  was  well  over 
a  third.  It  was  pretty  close  to  the  maximum  that  it  was  within  their  power  to 
make.  The  rate  of  duty  on  cream  came  down  from  2'8j3o  cents  to  20  cents  a 
gallon,  a  reduction  of  about  one-third. 

Hon.  Mr.  Robertson:  Was  the  quota  changed? 

Mr.  Kemp:  The  quota  remained  the  same.  Under  the  1939  agreement  the 
quota  was  3,000,000  gallons  of  milk  and  one  and  a  half  million  gallons  of  cream ; 
and  these  two  quotas  remained  the  same  following  the  negotiations  at  Geneva. 

Hon.  Mr.  Davies:  Then  they  are  practically  back  to  where  they  were  prior 
to  1929,  are  they,  Mr.  Kemp? 

Mr.  Kemp:  The  rate  on  milk  is  now  lower  than  it  was  before  the  Hawley- 
Smoot  tariff,  and  the  rate  on  cream  is  the  same  as  in  the  period  1922-1930. 

Hon.  Mr.  Robertson:  My  advice  is  that  in  1927  there  were  4,495,000 
gallons  of  cream  shipped  to  the  United  States,  and  that  the  quota  put  on  under 
the  Hawley-Smoot  tariff  is  one  and  a  half  million  gallons  and  has  not  been 
enlarged. 

Mr.  Kemp:  That  is  right. 

Hon.  Mr.  Robertson:  The  milk  quota  put  on  under  the  Hawley-Smoot 
tariff  is  three  million  gallons.  Our  shipments  in  1927  were  almost  five  million 
gallons.  The  quota  has  not  been  changed  but  the  duties  have  been  reduced? 

Mr.  Kemp:  That  is  right. 

Hon.  Mr.  Burchill:  What  quantity  is  going  over  now? 

Mr.  Kemp:  At  the  present  time,  sir,  the  movement  is  almost  imperceptible. 
In  1946  the  imports  of  milk  into  the  United  States  from  all  countries  were  less 
than  five  hundred  gallons,  and  there  is  no  trace  at  all  of  any  cream  going  in. 

Hon.  Mr.  Burchill:  Is  that  due  to  duty  restrictions  or  to  pure  milk 
regulations? 

Mr.  Kemp:  We  think  it  is  due  to  sanitary  regulations  such  as  those  of 
New  York  State,  sir.  Those  regulations  provide  that  the  only  fluid  milk  that 
can  be  sold  in  the  State  of  New  York  is  milk  that  has  been  produced  on  farms 
inspected  and  approved  by  the  state  authorities,  and  those  authorities  have  let  it 
be  known  that  they  will  not  send  their  inspectors  outside  the  boundaries  of 
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the  state.  Therefore,  no  matter  how  sanitary  a  Canadian  farm  might  be, 
so  long  as  that  state  arrangement  continues  in  force  we  have  no  chance  of 
exporting  our  product  to  New  York  State.  And  so  far  as  we  know,  the  federal 
authorities  in  the  United  States  do  not  feel  it  is  within  their  power  to  change  or 
overrule  that  state  regulation. 

Hon.  A.  L.  Beatjbien:  When  was  that  regulation  put  into  force? 

Mr.  Kemp:  I  have  not  the  exact  date,  sir,  but  it  was  early  in  the  thirties. 
The  Hawley-Smoot  tariff  became  effective  July  1,  1930,  and  then  the  importa¬ 
tion  of  milk  and  cream  into  the  United  States  fell  off  very  substantially.  Soon 
after  that  the  sanitary  regulations  were  tightened. 

Hon.  Mr.  Hugessen:  Is  that  regulation  enforced  against  other  states  as 
well? 

Mr.  Kemp:  Yes. 

Hon.  Mr.  Hugessen:  So  that  all  the  milk  and  cream  sold  in  New  York  has 
to  be  produced  in  New  York  State? 

Mr.  Kemp:  That  is  my  understanding. 

Mr.  McKinnon:  I  think  there  is  a  slight  qualification  of  that.  The  produc¬ 
tion  is  inspected  in  the  New  York  State  milk  shed,  and  that  is  not  necessarily  the 
state  area. 

Hon.  Mr.  Blais:  I  suppose  this  applies  to  Minnesota  and  Dakota  and  all 
other  states  along  the  border? 

Mr.  Kemp:  They  all  have  their  own  regulations,  sir.  I  mentioned  New 
York  State  because  that  was  a  principal  market  for  Canadian  milk  and  cream 
before  the  Hawley-Smoot  tariff. 

Hon.  Mr.  Robertson:  Is  there  any  possibility  that  the  invisible  protection 
which  has  been  extended  by  the  United  States  in  one  way  and  another  might 
affect  the  arrangements  that  were  supposed  to  be  made  under  the  charter,  or 
has  the  federal  government  in  the  United  States  got  authority  to  see  that  the 
agreements  are  lived  up  to? 

Mr.  Dexjtsch:  One  of  the  difficulties  is  that,  as  Mr.  Kemp  has  pointed  out, 
these  sanitary  regulations  are  imposed  by  New  York  State  and  the  federal 
government  makes  undertakings  with  respect  only  to  its  own  field.  *In  the 
charter  there  is  a  general  undertaking  that  the  federal  government  will  use  its 
best  offices  to  try  to  get  the  states  to  live  up  to  the  spirit  of  this  agreement, 
but  that  is  only  a  matter  of  persuasion.  The  federal  government  would  run 
into  difficulty  if  it  interfered  in  matters  which  are  properly  within  the  authority 
of  the  state. 

Hon.  Mr.  McKeen:  You  might  have  a  rather  poor  case  if  you  asked  the 
United  States  government  to  interfere  in  this  matter,  if  the  regulations  are 
imposed  against  every  other  state  in  the  union. 

Mr.  Deutsch:  We  could,  for  instance,  say  to  the  United  States  government 
that  we  protest  against  these  milk  regulations  as  we  consider  them  to  be  really 
an  indirect  device  for  protection,  and  the  United  States  government  would  then 
be  obliged  to  approach  New  York  State  and  try  to  persuade  them  to  relax  the 
regulations.  But  whether  or  not  the  federal  government  could  persuade  the 
state  government  to  relax  its  regulations,  remains  to  be  seen. 

Hon.  Mr.  Davies:  The  State  of  New  York  is  on  pretty  strong  ground,  is  it 
not,  when  it  places  its  regulations  on  an  inspection  and  sanitary  basis? 

Mr.  Deutsch:  Yes,  senator.  I  think,  however,  that  sanitary  regulations 
can  sometimes  be  used  as  an  indirect  device  for  protection.  In  this  case,  as 
Mr.  Kemp  has  explained,  New  York  State  has  imposed  certain  sanitary  regula- 
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tions,  but  will  not  send  its  inspectors  up  here* to  make  inspections.  Therefore 
even  if  a  farmer  up  here  was  willing  to  comply  in  every  way  with  the  New  York 
State  regulations  he  still  would  not  benefit  thereby. 

Hon.  Mr.  Pirie:  Then  it  would  not  make  any  difference  if  the  duty  were 
taken  off  milk  and  cream  entirely? 

Mr.  Deutsch:  Not  as  long  as  these  sanitary  regulations  remain  in  force. 

Hon  Mr.  Robertson:  Honourable  senators  will  realize  that  at  the  moment 
the  fact  that  no  cream  or  milk  is  being  shipped  from  here  to  the  United  States 
is  not  due  to  the  American  tariff  or  to  quotas  or  any  state  regulations,  because 
the  export  of  products  of  the  dairy  industry,  in  common  with  those  of  all  other 
agricultural  industries,  is  prohibited  by  the  Canadian  government.  Dr.  Derby, 
Chief  of  the  Dairy  Products  Marketing  and  Merchandising,  Department  of 
Agriculture,  told  me  he  thought  there  was  a  disposition  on  the  part  of  authorities 
in  the  United  States  to  be  more  willing  to  accept  in  future  the  certificates  of 
Canadian  sanitary  inspectors.  I  do  not  know  whether  he  meant  that  there 
was  this  disposition  on  the  part  of  the  federal  or  of  the  state  authorities,  nor 
do  I  know  whether  he  was  referring  to  inspections  by  our  federal  or  provincial 
inspectors.  I  have  a  note  that  Dr.  Richards,  Economist,  of  the  Department  of 
Agriculture,  is  present  and  could  speak  on  this,  if  honourable  members  so  desire. 

Hon.  Mr.  Burchill:  I  think  we  should  hear  from  Dr.  Richards. 

The  Acting  Chairman:  Dr.  Richards,  is  there  any  statement  that  you 
would  care  to  make? 

Dr.  A.  E.  Richards,  Economist,  Department  of  Agriculture:  Mr.  Chairman, 
I  have  not  much  to  add  to  what  has  already  been  given  to  the  committee.  I 
am  not  a  dairy  specialist,  but  this  morning  I  did  have  a  chance  for  a  brief 
discussion  with  Mr.  Singleton,  Chief  of  the  Dairy  Products  Division  in  our 
department.  He  said  that  before  the  Hawley-Smoot  tariff  became  effective 
there  was  a  working  arrangement  between  United  States  authorities  and  our 
Health  of  Animals  Branch  whereby  certificates  of  Health  of  Animals  Inspectors 
in  eastern  Canada  were  accepted  by  the  New  York  State  authorities.  He  felt 
that  it  was  the  Hawley-Smoot  tariff  that  really  ended  our  exports.  But  I  under¬ 
stand  that  since  then  inspection  requirements  in  the  United  States  have  become 
more  stringent,  but  they  are  directed  as  much  against  western  states  as  against 
eastern  Canada,  because  of  course  New  York  State  used  to  draw  its  milk  supply 
from  as  far  west  as  Wisconsin. 

Hon.  Mr.  Robertson:  Was  the  dairyman  right  who  said  to  me  that,  regard¬ 
less  of  the  tariff,  he  could  sell  his  milk  in  the  United  States  today  if  it  were 
not  for  the  Canadian  government’s  prohibition  against  export? 

Dr.  Richards:  Yes,  I  should  say  he  is  right  on  that.  The  price  paid  for 
fluid  milk  in  the  New  York  milk  shed  today — I  am  quoting  from  memory — is 
around  $5  per  hundredweight,  whereas  our  price  just  above  the  border  and 
in  the  Eastern  Townships  is  $3.50.  So  a  dairyman  in  those  regions  could  pay 
the  transportation  charges  and  the  duty  and  still  compete  in  the  New  York 
milk  shed. 

Hon.  Mr.  Robertson:  If  there  were  no  sanitary  restrictions? 

Dr.  Richards:  If  there  were  no  restrictions  on  exports  and  no  sanitary 
\  regulations. 

Hon.  Mr.  Hugessen:  The  Boston  market  was  pretty  important,  was  it  not? 
Is  that  part  of  the  New  York  milk  shed? 

Dr.  Richards:  That  was,  I  believe,  a  more  important  market  for  fluid  milk 
than  the  New  York  market. 

Hon.  Mr.  Robertson:  It  was  the  Boston  market  that  this  dairyman  was 
talking  about. 
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Hon.  Mr.  Paterson:  No  matter  what  agreements  were  made  at  Geneva, 
•they  can  be  upset  by  these  sanitary  regulations,  can  they? 

Mr.  Deutsch:  I  think  we  have  a  pretty  good  case  in  endeavouring  to 
prevent  these  regulations  being  used  as  an  indirect  form  of  protection.  It 
would  be  quite  appropriate  for  us  to  take  this  matter  up  with  the  United  States 
government  on  the  basis  of  the  new  agreements,  and  I  think  that  is  one  thing 
we  might  do  as  soon  as  the  opportunity  arises.  At  the  moment,  of  course, 
exports  are  prohibited  in  Canada. 

Mr.  McKinnon:  I  think  it  would  be  of  interest  to  state  to  the  committee 
that  we  did  in  fact  get  concessions  on  fifteen  dairy  products  in  the  United 
States  tariff.  At  the  moment  we  are  talking  about  only  two  products.  The 
reason  we  pressed  for  a  greater  reduction  in  the  duty  on  these  two  was  that 
we  had  in  mind  the  hope  to  which  Dr.  Richards  has  referred,  that  there  might 
again  be  developed  a  working  arrangement  whereby  our  milk  and  cream  could 
flow  across  the  border.  As  Mr.  Kemp  says,  we  did  get  the  duty  on  cream  down 
to  the  same  point  as  it  was  at  the  time  of  the  biggest  trade,  and  the  duty  on 
milk  to  a  lower  duty  than  at  the  time  of  the  biggest  trade. 

The  Acting  Chairman:  There  is  not  the  same  inspection  restriction  against 
other  dairy  products  as  against  milk? 

Mr.  McKinnon:  No,  Mr.  Chairman,  that  is  peculiar  to  milk  and  eream. 

Hon.  Mr.  McLean:  But  similar  regulations  could  be  applied  against  other 
products,  and  the  entry  of  fish  and  a  whole  lot  of  other  foodstuffs  into  the 
United  States  could  be  prohibited  in  that  way.  It  is  a  form  of  protection. 

Hon.  Mr.  Robertson:  At  the  Havana  conference  these  methods  of  invisible 
protection  are  among  the  major  points  being  discussed.  In  the  past  they  have 
proved  a  greater  obstacle  to  the  export  of  our  products  than  have  duties  and 
quotas. 

The  Acting  Chairman:  Gentlemen,  are  there  any  more  questions  on  this 
particular  point?  If  not,  we  will  move  on  to  other  questions  which  honourable 
senators  may  wish  to  ask  Mr.  McKinnon. 

Hon.  Mr.  Howard:  First,  may  I  say,  for  the  information  of  senators,  that 
back  in  1922  the  Eastern  Townships  were  shipping  very  large  quantities  of 
dairy  products  into  the  Boston  market,  and  we  had  no  inspection  services;  since 
that  time  they  have  been  put  into  force,  and  have  become  more  and  more  rigid 
to  the  fluid  milk  supply  going  to  the  cities  in  that  area  and  also  to  the  Carnation 
milk  plants.  No  farmer  can  send  his  milk  either  to  the  Carnation  plants  or  to 
the  fluid  milk  deliveries  unless  he  is  inspected.  With  that  change  in  policy 
I  think  possibly  we  might  again  get  into  the  American  market.  With  the  tariff 
dropping  down  from  56^  cents  to  28*3  on  cream,  we  could  have  started  shipping 
cream  there  again,  but  because  of  the  change  in  the  attitude  of  the  American 
people,  we  said,  “No,  we  will  not  start  shipping  this  commodity  again  for  fear 
of  some  other  regulation  being  put  on.” 

Hon.  Mr.  Davies:  Mr.  Chairman,  may  I  ask  if  this  is  a  federal  regulation 
or  is  it  a  regulation  imposed  by  the  State  of  New  York  or  the  State  of 
Massachusetts? 

Mr.  Deutsch:  Yes,  it  is  state  regulation;  not  federal  regulation. 

Hon.  Mr.  Howard:  The  pressure  from  the  United  States  was  very  much 
stronger  when  the  farmer  was  not  making  much  money  and  was  selling  his 
product  at  a  low  price  in  the  United  States,  compared  to  today’s  prices. 

Hon.  Mr.  McKeen:  I  think  the  regulations  are  becoming  stiffer  all  over 
this  continent.  I  know  in  British  Columbia  they  are  becoming  more  strict  all 
the  time;  it  is  not  done  to  the  exclusion  of  anyone  but  for  the  cause  of  pure  food. 
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Mr.  McKinnon  :  Following  the  suggestion  made  by  Senator  McKeen,  if  we 
could  get  a  modus  operandi  with  the  United  States,  and  were  able  to  secure 
acceptance  of  a  Canadian  certificate,  it  would  work  out  all  right. 

Hon.  Mr.  McKeen:  In  other  words,  we  are  not  objecting  to  regulations  and 
sanitary  methods,  but  we  want  somebody  who  can  inspect  our  plants  and  pass 
upon  them. 

Hon.  Mr.  Howard:  Yes,  a  reciprocal  arrangement  so  to  speak. 

Hon.  Mr.  Robertson:  I  wish  to  quote  an  extract  from  information  given 
to  me  by  Dr.  Derby.  I  may  say  the  information  I  have  is  that  at  one  stage  at 
least  the  regulations  were  of  a  federal  nature.  He  has  this  to  say: 

The  United  States  authorities  passed  regulations  under  the  United 
States  Federal  Import  Milk  Act,  1927,  and  according  to  its  regulations 
the  requirements  are: 

(1)  Physical  examination  and  certificates  as  to  condition  of  all  cows 
or  cattle  in  herds  from  which  milk  or  cream  is  shipped,  either  directly  or 
indirectly,  to  the  United  States; 

(2)  Sanitary  inspection  and  certification  as  to  conditions  of  all  dairy 
farms  and  the  equipment  thereon; 

(3)  Sanitary  inspection  of  all  plants,  and, 

(4)  Inspection  and  certificates  as  to  condition  of  the  equipment  and 
methods  of  pasteurization  in  such  plants. 

That  was  a  federal  act  passed  in  1927,  and  the  figures  show  that  immediately 
after  1927  the  total  export  of  milk  and  cream  to  the  United  States  started  to 
decline,  but  its  most  noticeable  drop  came  after  the  Smoot-Hawley  tariff  of 
1930.  Whether  or  not  the  federal  authorities  relaxed  their  original  regulation 
and  today  the  chief  objections  are  by  reason  of  state  regulations,  I  do  not  know, 
but  originally  the  federal  authorities  did  exercise  certain  regulations. 

Hon.  Mr.  Davies:  Those  would  be  regulations  applied  to  every  state  in  the 
union. 

Hon.  Mr.  Robertson:  And  to  imports. 

Hon.  Mr.  Howard:  That  is  right. 

Hon.  Mr.  Robertson:  The  extract  I  read  said,  “  .  .  .  milk  or  cream  shipped, 
either  directly  or  indirectly,  to  the  United  States;” 

Hon.  Mr.  MacLennan:  From  what  source  would  the  certificates  have  to  be 
issued? 

Hon.  Mr.  Robertson:  It  does  not  say  in  this  document. 

Mr.  Kemp:  I  have  here  a  copy  of  the  law  to  which  Senator  Robertson  has 
referred.  It  is  known  as  the  “Lenroot-Taber  Act”,  and  was  passed:  in  1927, 
otherwise  known  as  the  Federal  Import  Milk  Act.  It  is  as  he  described  it, 
consisting  of  ten  sections. 

The  Federal  Import  Milk  Act,  consisting  of  10  sections,  approved 
February  27,  1927,  was  enacted  for  the  purpose  of  promoting  the  dairy 
industry  of  the  United  States  and  protecting  public  health  by  regulating 
the  importation  of  milk  and  cream  into  the  United  States. 

Section  1  of  this  Act  prohibits  the  importation  of  milk  and  cream 
into  the  United  States  unless  the  person  by  whom  such  milk  or  cream  is 
shipped  or  transported  into  the  United  States  holds  a  valid  permit  from 
the  Secretary  of  Agriculture.  The  term  “person”  means  an  individual, 
partnership,  association,  or  corporation. 
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Section  2  provides  that  milk  or  cream  shall  be  considered  unfit  for 
importation : 

(1)  When  all  cows  producing  such  milk  or  cream  are  not  healthy 
and  have  not  been  physically  examined  within  one  year  previous  to  such 
milk  being  offered  for  importation. 

(2)  When  milk  or  cream,  if  raw,  is  not  produced  from  cows  which 
have  passed  a  tuberculin  test  within  one  year  previous  to  time  of  importa¬ 
tion  of  such  milk  or  cream. 

(3)  When  the  sanitary  conditions  of  the  dairy  farm  do  not  score  at 
least  50  points  out  of  100  points  provided  by  the  score  cards  used  by  the 
Bureau  of  Dairy  Industry  of  the  United  States  Department  of  Agriculture. 

Section  4  refers  to  the  number  of  bacteria  per  cubic  centimetre;  paragraph 
5  deals  with  the  temperature  of  milk  or  cream  at  the  time  of  importation. 

Section  3  states  that  the  Secretary  of  Agriculture  shall: 

(1)  Cause  all  necessary  inspections  to  be  made  and.  issue  permits  to 
ship  milk  or  cream  into  the  United  States  when  he  finds  that  Clauses  1,  2 
and  3  of  Section  2  of  this  Act  are  being  complied  with.  Provided,  that 
in  lieu  of  such  inspection  he  may  accept  a  duly  certified  statement  signed 
by  a  duly  accredited  official  of  an  authorized  department  of  a  foreign 
government  that  these  clauses  have  been  complied  with.  On  the  strength 
of  this  statement  he  may  issue  the  permit  required  for  importation. 

This  refers  to  what  Dr.  Richards  mentioned,  the  fact  that  in  those  days 
the  federal  regulations  allowed  the  Canadian  Department  of  Agriculture  to  do 
the  inspecting  and  their  findings  could  be  accepted. 

Hon.  Mr.  Howard:  That  is  right. 

Mr.  Kemp:  I  have  the  rest  of  the  story  here,  but  I  do  not  think  we  need 
read  it  for  present  purposes.  But  looking  over  the  import  statistics,  Mr.  Chair¬ 
man,  we  notice  that  the  import  of  milk  in  the  calendar  year,  1926,  was  4*8 
million  gallons  from  Canada;  in  1927  it  was  3-6  million,  in  1928  3*9  million. 
In  1929  it  was  down  to  3-2  million  and  in  1930,  1-475  million.  1930  was  the 
year  of  the  Smoot-Hawley  tariff,  and  it  is  generally  believed  by  those  with  whom 
we  have  discussed  the  matter,  that  it  was  that  tariff  which  brought  about  the 
collapse  of  the  market  rather  than  any  sanitary  regulations  that  had  been  put 
into  effect  up  to  that  time.  Subsequently,  however,  sanitary  regulations  did 
come  in  and  proved  even  more  effective  than  the  Smoot-Hawley  tariff  had. 

Mr.  Deutsch:  But  the  sanitary  regulations  were  then  state  regulations,  that 
is,  the  ones  which  were  most  disastrous  in  the  30’s. 

Mr.  Kemp:  That  is  correct. 

Mr.  Deutsch:  It  was  not  federal  regulations  but  state  regulations  brought 
in  in  the  1930’s  which  were  the  most  troublesome. 

Mr.  Kemp:  That  is  quite  true. 

The  Acting  Chairman:  Are  there  other  items  which  the  Senators  would  like 
to  discuss?  If  not,  I  should  like  to  ask  Mr.  McKinnon  to  explain  the  difference 
between  the  duty  on  automobile  parts  and  radio  parts,  under  the  Geneva  Trade 
Agreements,  as  compared  to  former  agreements. 

Hon.  Mr.  Howard:  Should  we  not  complete  the  balance  of  the  agricultural 
items? 

The  Acting  Chairman  :  If  there  are  more  items  to  be  discussed,  yes. 

Hon.  Mr.  Howard:  There  were  thirteen  items.  Let  us  have  the  other 
agricultural  items. 
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Mr.  Kemp:  I  wonder  if  it  would  not  be  possible  to  leave  that  question  for 
a  few  minutes,  because  we  are  having  a  statement  delivered  here  during  the 
course  of  the  morning. 

The  Acting  Chairman:  We  will  revert  to  that  question  when  the  statement 
comes,  Mr.  Kemp. 

Mr.  McKinnon:  Mr.  Chairman,  perhaps  I  might  say  a  few  words  of  a 
general  nature  before  dealing  with  that  question;  it  might  be  of  interest  to  the 
committee.  Up  to  the  present  time  the  committee  has  seemed  anxious  to  obtain 
information  regarding  the  concessions  that  Canada  secured  in  other  countries, 
rather  than  as  regards  concessions  that  may  have  been  made  in  Canadian  tariffs. 
I  think  this  is  the  fifth  sitting,  and  my  recollection  is  that  most  of  the  previous 
sittings  related  to  concessions  secured  by  Canada  in  other  countries.  Senator 
Ballantyne,  if  I  remember  correctly,  did  on  two  occasions  suggest  that  he  would 
like  to  know  something  about  the  reductions  that  are  proposed  in  the  Canadian 
tariffs. 

May  I  point  out  that  the  Canadian  tariff  as  it  stands  today  is  easily  one  of 
the  most  complicated  in  the  world.  I  am  of  course  referring  to  its  structure.  For 
example,  where  the  United  States  will  have  one  rate  on  a  given  commodity  appli¬ 
cable  to  all  the  countries  of  the  world,  We  may  have  in  our  tariff  at  the  one  time 
as  many  as  five  different  rates  on  one  and  same  commodity. 

Hon.  A.  L.  Beaubien:  Is  that  brought  into  effect  by  regulations? 

Mr.  McKinnon:  No,  this  is  statutory,  Senator  Beaubien.  It  arised  from  the 
fact  that  in  the  first  place  we  have  in  many  cases  agreements  with  various  units 
of  the  British  Commonwealth,  granting  them  on  “x”  commodity  certain  rates 
of  duty.  Applicable  to  the  other  parts  of  the  commonwealth,  to  whom  that 
particular  agreement  does  not  apply,  we  have  what  is  called  the  British  Prefer¬ 
ential  Tariff.  That  makes  two  rates.  Applicable  to  other  nations  with  whom  we 
have  made  most  favoured  nation  agreements  of  a  reciprocal  nature,  we  have  a 
most-favoured-nation  rate  of  duty.  I  am  still  talking  about  one  commodity. 
Then,  applicable  to  certain  countries  with  whom  Canada  has  had  no  serious 
rupture  in  relations,  but  who  are  not  favoured  nations,  we  have  what  is  called 
the  rate  under  intermediate  tariff.  And  then  we  have  finally  the  fifth  column, 
the  general  tariff,  which  is,  if  I  may  use  the  word,  punitive  tariff,  applied  to 
countries  with  whom  Canada  has  no  relations  of  any  kind  that  warrant  better 
rates  than  are  shown  in  the  general  tariff.  Now,  I  am  merely  pointing  that 
out  because  of  the  fact  that,  if  any  member  of  the  committee  should  ask  me 
what  is  the  present  rate,  or  what  was  the  former  rate,  very  often  I  might  have 
to  say,  “Well,  do  you  mean  the  British  preferential  rate;  or  the  most-favoured¬ 
nation  rate;  or  the  Geneva  rate?”  and  so  on. 

Hon.  Mr.  McKeen  :  Is  there  not  another  question  in  addition  to  that,  namely 
what  the  article  happen  to  be  used  for? 

Mr.  McKinnon:  That  is  true.  I  was  trying  to  talk  about  a  given  tariff 
item,  senator. 

Hon.  Mr.  McKeen:  Well,  the  same  article  may  be  used  for  more  than  one 
purpose. 

Mr.  McKinnon:  Sometimes  there  are  two  different  items  which  refer  to 
the  same  commodity  according  to  the  purpose  for  which  it  is  to  be  used. 

Hon.  Mr.  McKeen:  In  addition  to  that,  it  may  be  under  two  different 
classifications? 

Mr.  McKinnon:  Yes,  it  may  be  'of  a  class  or  kind  made  in  Canada,  or  of  a 
class  or  kind  not  made  in  Canada. 

Hon.  Mr.  McKeen:  Or  it  may  be  a  length  of  brass,  or  it  may  be  a  whistle. 

Mr.  McKinnon:  I  am  merely  pointing  out  that  the  structure  of  our  tariff 
is  exceedingly  complicated. 
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Hon.  Mr.  White:  Are  we  unique  in  that  respect? 

Mr.  McKinnon:  I  would  think  that  we  are  in  contrast  to  most  of  the  large 
trading  nations.  The  United  States  has  a  single  tariff  except  to  deal  with 
countries  with  which  they  may  have  broken  off  relations.  The  United  Kingdom 
has,  at  most,  a  two-column  tariff, — her  rate  against  the  world,  and  her  rate 
within  the  Commonwealth.  Most  of  the  European  tariffs  are  two  or  at  the 
most  three  columns;  whereas,  as  I  stated,  the  Canadian  runs  to  five  columns 
or  even  six.  It  is  partly  a  reflection  of  the  manner  in  which  industry  has  grown 
up  in  this  country,  in  large  part  resulting  from  the  development  of  branch  plants. 

Schedule  V,  to  which  you  will  wish  to  turn  your  attention  this  morning 
comprises  the  changes  that  are  proposed  in  Canadian  rates  of  duty.  It  includes 
about  1,050  items;  and  it  may  be,  as  you  said  at  the  opening,  Mr.  Chairman,  a 
loss  of  time  to  start  at  the  first  and  go  through  the  entire  thousand  items.  It 
might  be  much  better,  as  I  think  you  also  suggested,  that  those  honourable 
senators  who  are  present  and  who  are  interested  in  any  particular  commodities 
should  ask  questions  with  regard  to  those  particular  items. 

Now,  dealing  first  with  automobile  parts.  There  are  quite  a  number  of 
items,  some  eight  or  ten  altogether,  with  varying  rates  of  duty.  The  automobile 
itself,  that  is  the  finished  car,  has  carried  in  the  past  a  most-favoured-nation 
rate,  because  I  presume  that  is  the  one  you  are  interested  in,  of  17^  per  cent; 
that  rate  is  unchanged.  Many  of  the  parts  used  in  manufacturing  automobiles 
in  this  country  enter  at  very  low  rates  of  duty, — 5  or  per  cent;  indeed,  many 
of  them  enter  free,  if  the  finished  automobile  can  attain  a  certain  specified  so- 
called  Empire  content.  If  it  cannot  attain  the  required  content  of,  shall  we  say, 
Canadian  content  (although  the  British  content  enters  into  the  total),  then 
the  importer  has  to  pay  a  higher  rate  of  duty.  As  a  general  rule  the  highest 
rate  of  duty  on  parts  is  25  per  cent,  and  in  the  case  of  some  few  components,  30 
per  cent. 

Hon.  A.  L.  Beaubien:  Who  establishes  the  quantity  of  the  finished  product 
to  be  made  in  Canada? 

Mr.  McKinnon:  The  customs  authorities  have  to  establish  that,  the  plant 
making  the  automobile  is  actually  producing  a  certain  specific  percentage  of  the 
total  content  of  the  car  in  Canada.  To  attain  that  percentage  the  manufacturer 
may  add  the  percentage  representing  imports  from  other  Empire  areas.  If  he 
attains  the  specified  content,  he  is  entitled  to  free  parts  on  a  very  long  item  that 
I  would  not  attempt  to  read  to  you,  because  it  covers  several  pages  of  the 
book. 

Hon.  A.  L.  Beaubien:  At  that  point:  has  the  department  got  special  officers 
to  check  that,  and  so  forth? 

Mr.  McKinnon:  That  is  right,  sir. 

Hon.  Mr.  McKeen:  That  is,  dollar  content? 

Mr.  McKinnon:  Yes,  the  value,  the  dollar  content,  yes. 

The  Acting  Chairman:  And  I  understand  there  are  some  manufacturers 
who  do  obtain  that? 

Mr.  McKinnon:  Oh,  yes.  As  a  matter  of  fact  the  imports  under  the  free 
item,  which  are  dependent  on  the  attainment  of  content,  are  very,  very  high. 

Hon.  Mr.  Robertson:  Might  I  ask  a  question  before  you  leave  the 
automobile? 

Mr.  McKinnon:  Yes,  senator. 

Hon.  Mr.  Robertson:  As  I  understand  it,  a  prohibition  exists  against  the 
import  of  used  cars  and  trucks  from  the  United  States, — what  is,  in  effect  a 
prohibition.  Has  that  been  changed? 

Mr.  McKinnon:  Under  the  Geneva  agreement  it  will  no  longer  be  permis¬ 
sible  to  maintain  a  prohibition  of  the  importation  of  used  cars, — in  the  form  of 
a  prohibition. 
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Hon.  Mr.  Robertson:  But  that  is  not  in  your  trade  agreement? 

Mr.  McKinnon:  No,  sir,  we  kept  it  out  of  the  agreement,  because  it  is 
entirely  up  to  Parliament  to  decide  how  it  wishes  to  deal  with  used  cars.  It  may 
in  its  wisdom,  put  on  a  rate  of  duty  which  is  prohibitive;  or  it  may,  in  its  wisdom, 
put  on  such  lower  rate  of  duty  as  it  deems  sufficient  for  the  purpose.  But  the 
point  is  that,  under  the  new  agreement,  we  may  no  longer  prohibit  the  cars  in 
those  words:  we  have  to  deal  with  them  by  tariff  action. 

Hon.  Mr.  McKeen:  I  understand  that  there  is  a  provision  there  that  if  a 
country  is  in  financial  difficulties  they  may  then  prohibit  products  coming  in  from 
all  countries,  to  save  their  financial  structure.  Is  there  not  a  provision  for  that? 

Mr.  McKinnon:  That  takes  us  back  to  the  balance  of  payments  situation, 
under  which  a  country  may  do  many  things.  If  you  wish  to  follow  that  up,  we 
had  better  ask  Mr.  Deutsch. 

Hon.  Mr.  McKeen:  That  is  actually  what  is  being  done,  in  connection  with 
this  prohibition — 

Hon.  Mr.  Robertson:  There  is  no  prohibition  on  used  cars  and  trucks. 

Hon.  Mr.  McKeen:  Oh,  I  am  sorry.  I  thought  it  was  cars. 

Hon.  Mr.  Davies:  Under  the  Geneva  agreement  could  the  Government  of 
Canada  put  a  prohibitive  tariff  on  something  on  which  you  made  an  agreement? 

Mr.  McKinnon:  Yes,  sir. 

Mr.  Kemp:  We  did  not  make  an  agreement  covering  duty  on  used  cars. 

Mr.  McKinnon:  I  was  going  to  come  to  that.  We  made  an  agreement,  but 
we  did  not  include  in  the  schedule  that  particular  item. 

Hon.  Mr.  Davies:  I  am  talking  about  general  items.  Could  the  Government 
of  Canada  put  a  prohibitive  tariff  on  any  item  on  which  you  have  come  to  a 
specific  arrangement  with  the  Government  of  the  United  States? 

Mr.  McKinnon  :  Let  me  put  it  in  another  way.  The  Government  of  Canada 
could  not  impose  a  prohibition  on  any  items  included  in  the  schedules  to  the 
agreement,  because  the  rates  are  bound  against  increase.  But  certain  countries 
reserved  certain  items:  they  said  they  were  not  prepared  to  bind  them.  We  did 
that  in  the  case  of  used  cars;  we  said,  “There  is  no  item  in  the  tariff  at  present; 
and  we  will  not  insert  any  item  committing  our  country  to  a  certain  rate,  because 
our  Parliament  will  have  to  decide  what  it  wishes  to  do  about  used  cars”. 

The  Acting  Chairman:  Does  that  answer  your  question.  Senator  Davies? 

Hon.  Mr.  Davies:  In  a  roundabout  way. 

Hon.  Mr.  Robertson:  I  think  what  Senator  Davies  means  is  this:  he  is  not 
particularly  referring  to  this  prohibition  of  used  cars  and  trucks,  which  is  some¬ 
thing  that  has  been  in  effect  for  ten  or  twelve  years? 

Hon.  Mr.  Davies:  I  am  referring  to  agricultural  products. 

Hon.  Mr.  Robertson:  He  is  referring  to  the  general  structure  of  the  action 
taken  by  the  government  under  the  so-called  austerity  plan. 

Hon.  Mr.  Davies:  No.  If  we  make  a  Geneva  agreement  in  connection  with 
some  product  of  the  United  States,  could  this  government,  say,  if  we  were  import¬ 
ing  it  from  the  United  States,  or  could  the  United  States  government,  say,  if  it 
were  importing  that  item  from  Canada,  put  a  prohibitive  tariff  against  it? 

Mr.  McKinnon:  No,  not  if  the  item  is  included  in  the  schedules,  because 
the  rate  attached  to  it  is  the  maximum  that  may  be  applied.  But  as  I  said, 
certain  countries  refused  to  include  certain  items;  and  one  of  the  items  we  refused 
to  include  was  used  cars,  because  we  felt  that  Parliament  would  have  to  deal 

with  them. 

Hon.  Mr.  Davies:  Let  us  discuss  oleomargarine.  Could  the  Government  of 
Canada  put  a  prohibitive  tariff  against  oleomargarine  if  a  bill  was  passed  to 

import  it? 
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Mr.  McKinnon:  Speaking  as  a  layman  and  not  as  a  lawyer,  I  would  say 
the  government  could  put  any  rate  of  duty  it  wished  against  oleomargarine  under 
this  agreement. 

Hon.  A.  L.  Beaubien:  But  it  cannot  prohibit? 

Mr.  McKinnon:  It  cannot  prohibit  in  the  sense  of  the  word  “p-r-o-h-i-b-i-t”. 
But  it  can  put  against  oleomargarine  any  rate  of  duty  it  deems  desirable. 

Hon.  Mr.  Davies:  Could  we  put  a  duty  against  any  product  respecting  which 
we  have  an  agreement? 

Mr.  McKinnon:  If  you  were  to  hunt  for  some  product  which  is  not  included 
in  that  agreement — 

Hon.  Mr.  Davies:  Is  not  oleomargarine  included  in  the  agreement? 

Mr.  McKinnon:  No.  The  prohibition,  under  the  charter,  has  been 
abolished.  We  may  no  longer  prohibit.  But  these  tariff  schedules  do  not  include 
either  used  cars  or  oleomargarine,  because  it  is  up  to  parliament  to  decide  how 
it  wishes  to  deal  with  them. 

Hon.  Mr.  Howard:  They  have  got  you  going  and  coming. 

Hon.  Mr.  McLean:  If  the  agreement  is  carried  out  with  oleomargarine  the 
prohibition  goes? 

Mr.  Deutsch:  I  might  point  out  to  honourable  senators  that  the  Havana 
discussions  may  have  an  effect  on  this  situation.  Many  of  the  clauses  of  the 
General  Agreement,  as  I  have  explained  before,  are  taken  from  the  International 
Trade  Charter  which  is  now  being  discussed  at  Havana.  These  sections  in  the 
General  Agreement  which  is  now  being  discussed  at  Havana  may  be  changed 
as  a  result  of  those  discussions,  if  the  countries  which  have  signed  the  Agreement 
are  willing  to  substitute  the  new  clauses  for  the  ones  that  are  now  in  the  General 
Agreement.  In  that  respect  that  may  have  some  effect  upon  the  situation 
regarding  oleomargarine.  As  the  Agreement  now  stands,  the  prohibition  on 
oleomargarine  has  to  go,  but  what  will  happen  after  the  Havana  conference  is 
over,  and  the  countries  which  have  signed  this  agreement  have  considered 
whether  or  not  they  should  change  some  of  these  general  sections  of  this  agree¬ 
ment,  remains  to  be  seen. 

Hon.  Mr.  McLean:  Does  that  apply  to  used  cars  and  trucks  as  well? 

Mr.  Dexjtsch:  It  may  apply  to  them  and  it  may  apply  to  oleomargarine. 
We  cannot  state  definitely  what  the  ultimate  situation  will  be  until  the  Havana 
discussions  are  over. 

Hon.  A.  L.  Beaubien:  In  other  words,  we  do  not  have  to  remove  the 
restrictions  on  oleomargarine  until  the  Geneva  agreement — 

Mr.  Deutscpi:  Until  the  Geneva  agreement  is  in  its  final  form;  and  in  the 
meantime  the  prohibition  continues  on  our  statute  books,  and  only  when  this 
agreement  is  in  its  final  form  and  ratified  by  Parliament  does  any  action  have 
to  be  taken  in  the  light  of  that  Agreement  at  that  time. 

Hon.  Mr.  Davies:  And  it  will  not  be  in  its  final  form  until  after  the 
Havana  agreement? 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  McLean:  That  is  different  to  the  discussions  we  had  about  fish. 
As  we  understood,  the  agreement  you  made  stands. 

Mr.  Deutsch:  There  are  two  parts.  The  discussions  at  Havana  do  not 
affect  the  tariff  changes  at  all.  It  is  only  the  general  sections  of  this  Agreement 
which  may  be  affected. 

Hon.  Mr.  Robertson:  Does  that  apply  as  well  to  the  United  States  in 
passing  its  legislation  through  Congress  which  has  to  d^o  with  this  tariff 
administration? 
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Mr.  Deutsch:  That  is  right. 

Hon.  Mr.  Robertson:  They  do  not  have  to  pass  that  until  the  Geneva 
agreement — 

Mr.  Deutsch:  Yes. 

Hon.  Mr.  Robertson:  But  the  tariff  schedules  remain? 

Mr.  McKinnon:  They  will  not  be  changed.  The  tariff  schedules  remain. 

Hon.  Mr.  McKeen:  Have  you  any  information  as  to  the  prospects  of  the 
Havana  conference?  I  heard  that  there  are  800  amendments  to  be  considered. 
Is  there  much  prospect  of  this  Havana  agreement  going  through? 

Mr.  Deutsch:  Yes,  senator;  they  have  a  great  many  amendments,  and 
they  have  had  lengthy  discussions ;  but  it  appears  now  that  they  hope  to  finish 
in  a  week  or  ten  days. 

Hon.  Mr.  McKeen:  Are  all  the  countries  participating,  or  have  some 
withdrawn? 

Mr.  McKinnon:  Not  all  are  participating. 

Hon.  Mr.  Davies:  Who  is  representing  Canada? 

Mr.  McKinnon:  Our  delegation  is  headed  by  Mr.  Wilgress. 

Hon.  Mr.  McKeen:  But  the  Havana  agreement,  as  I  understand  it,  will 
have  no  effect  on  these  agreements  that  these  eight  countries  have  definitively 
signed  as  starting  the  first  of  the  year? 

Mr.  Deutsch:  The  Havana  discussions  do  not  affect-  the  tariffs  that  are 
now  in  effect  provisionally,  but  they  may  affect  some  of  the  general  provisions 
of  the  Geneva  Agreement.  That  Agreement  provides  that  after  the  Havana 
conference  is  over  the  countries  which  have  signed  the  agreement  may,  if  they 
wish,  substitute  the  articles  which  were  changed  at  Havana  for  the  articles 
agreed  upon  at  Geneva. 

Hon.  Mr.  Davies:  They  could  make  decisions  and  regulations  that  would 
nullify  some  of  the  tariff  agreements? 

Mr.  Deutsch:  The  tariff  rates  cannot  be  changed,  sir, 

Hon.  Mr.  Davies:  They  could  be  affected  by  regulations. 

Mr.  Deutsch:  Some  of  the  invisible  means  of  protection  might  be  altered, 
sir,  that  is  true. 

Hon.  Mr.  Davies:  So  that  the  new  tariff  agreement  could  not  possibly  work? 

Hon.  Mr.  Robertson:  Or  would  not  be  as  effective? 

Mr.  Deutsch:  Technically  that  is  possible,  but  a  substitution  can  only  be 
made  if  it  is  agreed  to  by  each  of  the  countries  that  have  signed  the  Geneva 
agreement.  That  still  remains  to  be  done  after  the  Havana  conference  is  over. 

Hon.  Mr.  Burchill:  Will  that  mean  another  conference? 

Mr.  Deutsch:  No,  just  an  informal  meeting  of  the  countries  that  have 
signed  this  Agreement. 

Mr.  McKinnon:  And  it  will  be  right  at  Havana. 

Hon.  Mr.  McLean:  Was  there  a  currency  agreement  at  Geneva? 

Mr.  Deutsch:  No,  there  was  no  currency  agreement,  sir. 

Hon.  Mr.  McLean:  That  matter  is  left  with  the  international  fund? 

Mr.  Deutsch:  That  is  right. 

Mr.  McKinnon:  Mr.  Chairman,  I  think  you  asked  about  radios  and  parts? 

The  Acting  Chairman:  Yes. 
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Mr.  McKinnon:  The  most-favoured-nation  rate  on  a  complete  radio  was 
25  per  cent,  and  the  proposed  most-favoured-nation  rate  is  20  per  cent.  Most  of 
the  parts  enter  free  of  duty,  under  two  very  long  items,  445-0  and  445-P,  and 
there  is  no  change  in  either  of  those  items. 

The  Acting  Chairman:  What  change  if  any,  is  there  in  the  United  States 
tariff  on  motor  parts  and  radios  and  parts  coming  from  Canada? 

Mr.  Kemp:  There  is  no  change  in  the  duty  on  automobiles.  I  should  have 
to  look  up  the  rates  on  radios,  but  in  any  event  I  do  not  think  there  is  any 
movement  of  trade. 

The  Acting  Chairman:  Some  canvass  is  being  made  by  radio  manufacturers, 
and  I  understand  they  feel  it  is  quite  possible  that  they  could  sell  radio  parts  in 
the  United  States  if  the  tariff  were  not  prohibitive. 

Mr.  McKinnon:  That  might  well  be. 

The  Acting  Chairman:  For  the  information  of  honourable  members  I 
might  say  that  radio  manufacturers  in  Canada  have  been  somewhat  restricted 
with  respect  to  imports  under  the  present  emergency  legislation,  and  some  of 
them  have  been  asked  to  develop  markets  in  hard  currency  countries  and 
promised  that  if.  they  do  so  they  will  be  able  to  use  the  moneys  that  they  get  to 
bring  in  parts.  I  know  that  certain  investigations  have  been  made,  and  it  is 
felt  to  be  possible,  with  increased  production  in  radios  and  radio  parts  in  Canada, 
to  develop  a  market  in  the  United  States. 

Mr.  Kemp:  Have  you  the  rates,  Mr.  Cowper? 

Mr.  G.  C.  Cowper,  Chief  of  Foreign  Tariff  Section,  Department  of  Trade 
and  Commerce:  The  duty  on  radios  entering  the  United  States  was  25  per  cent, 
and  it  is  now  15  per  cent.  Parts  that  can  be  used  for  no  other  purpose  than  radio 
carry  the  same  rate. 

The  Acting  Chairman:  Such  as  radio  tubes,  I  suppose? 

Mr.  Cowper:  Yes. 

Hon.  Mr.  Davies:  What  is  the  position  with  regard  to  flashlight  bulbs  for 
press  photographers?  There  was  quite  a  fuss  about  the  alleged  shortage,  and  I 
believe  the  minister  said  he  thought  there  were  plenty  in  Canada  to  satisfy 
the  need.  Are  they  still  prohibited  from  coming  in? 

Mr.  McKinnon:  Are  you  referring  to  the  temporary  prohibitions,  sir? 

Hon.  Mr.  Davies:  Yes.  Have  they  been  removed? 

Mr.  McKinnon:  Do  you  know  about  that,  Mr.  Deutsch? 

Mr.  Deutsch:  I  do  not  know.  I  know  the  question  came  up,  but  I  was 
away  at  the  time  and  am  not  familiar  with  what  the  decision  was. 

Hon.  Mr.  Davies:  I  am  told  by  press  photographers  that  the  bulbs  that  are 
being  used  at  the  present  time  are  faulty,  and  they  could  get  better-class 
bulbs  in  the  United  States  but  the  importation  is  prohibited. 

Mr.  Deutsch:  I  am  sorry,  sir,  that  I  do  not  know  what  the  situation  is 
at  the  moment- 

Mr..  McKinnon:  We  can  approach  these  matters  only  from  the  point  of 
view  of  the  permanent  tariff,  senator. 

Mr.  Chairman,  may  I  make  a  brief  statement  that  may  be  of  interest  to 
members  of  the  committee?  While  I  am  willing  to  answer  any  questions,  I  can 
quite  understand  that  members  who  have  not  the  printed  schedule  before  them 
cannot  readily  ask  questions.  It  may  be  of  interest  to  know  that  in  1939,  which 
is  the  year  that  we  used  for  the  basis  of  all  our  negotiations,  the  ad  valorem 
equivalent  of  the  duties  collected  on  imports  from  the  United  States  into  Canada 
— and  by  that  I  mean  the  percentage  that  the  duty  represented  of  the  value  of 
the  goods— was  about  13  per  cent.  But  in  respect  of  dutiable  goods  only,  the 
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duty  collected  was  slightly  less  than  22  per  cent  of  their  value.  Senator  Euler, 
when  he  was  presiding,  asked  me  if  I  could  give  him  a  rough  idea  of  the  weight 
or  the  height  of  the  Canadian  tariff  on  imports  from  the  United  States,  and, 
as  nearly  as  one  can  average  a  situation  like  that,  that  is  it.  On  all  goods 
imported  from  the  United  States  in  1939,  dutiable  and  free,  the  duty  represented 
about  13  per  cent  of  the  value;  and  on  dutiable  goods  alone,  the  duty  represented 
about  22  per  cent  of  the  value. 

Hon.  Mr.  Robertson:  That  was  in  1939.  What  is  the  change  as  a  result  of 
the  Geneva  trade  agreement? 

Mr.  McKinnon:  We  did  not  attempt  to  make  any  precise  calculation  of 
that ;  first,  because,  having  in  mind  the  abnormal  nature  of  trade  during  the  war 
and  immediate  post-war  years,  we  kept  to  the  trade  figures  of  1939  as  the  only 
sound  basis  on  which  to  calculate;  and  secondly,  because  it  is  very  hard  to  tell 
just  what  might  result  in  either  the  United  States  or  Canada  from  the  lowering 
of  a  rate  of  duty.  For  instance,  the  cutting  in  half  of  even  an  extremely  high 
duty  need  not  necessarily  result  in  a  great  movement  of  goods.  The  same 
is  true  of  a  further  reduction  in  a  very  low  rate  of  duty:  I  am  thinking,  for 
example,  of  the  rate  on  oats  entering  the  United  States  from  Canada.  It  was 
8  cents,  and  we  have  got  it  cut  to  4  cents.  If  through  further  negotiations 
oats  were  admitted  free,  that  might  not  result  in  the  Alow  of  a  great  many  more 
bushels  of  oats  to  the  United  States,  because  4  cents  is  so  close  to  free.  My  own 
impression  would  be  that  on  the  dutiable  goods,  allowing  for  a  return  to  fairly 
normal  trade  in  both  volume  and  value,  the  net  incidence  of  our  tariff  on  imports 
from  the  United  States  would,  as  a  result  of  the  changes  made  at  Geneva, 
more  likely  be  in  the  neighbourhood  of  17  or  18  per  cent  than  22  per  cent.  That 
is  merely  a  rough  estimate  made  by  one  person,  who  may  not  be  any  more 
competent  than  anybody  else  to  make  it.  In  other  words,  it  is  a  guess. 

Hon.  A.  L.  Beaubien:  In  the  average  figure  that  you  gave  a  moment  ago, 
did  you  take  into  account  the  arbitrary  valuations  for  duty  purposes? 

Mr.  McKinnon:  No,  Senator  Beaubien.  The  figures  issued  by  the  Dominion 
Bureau  of  Statistics  do  not  take  into  account,  in  the  determination  of  value,  the 
special  duties  that  are  applied,  such  as  you  have  in  mind.  It  is  with  that 
particular  factor  in  mind  that  I  say  that  in  my  own  opinion  the  net  rate 
will  drop  from  probably  22  per  cent  to  17  or  18  per  cent. 

Hon.  Mr.  Buchanan:  Will  the  embargo  against  the  export  of  beef  cattle 
to  the  United  States  have  to  come  off,  because  of  the  agreement? 

Mr.  McKinnon:  No,  Senator  Buchanan.  That  is  entirely  a  matter  of 
domestic  policy,  in  respect  of  which  I  have  no  information  whatever.  The 
embargo  was  imposed  for  certain  domestic  reasons,  I  believe  arising  particularly 
out  of  the  price  ceiling  in  effect  during  the  war.  Obviously,  as  long  as  the 
embargo  is  on  we  cannot  take  full  advantage  of  the  reductions  that  were  secured 
at  Geneva,  but  I  have  no  idea  as  to  when  the  embargo  might  be  lifted.  Have 
you,  Mr.  Deutsch? 

Mr.  Deutsch:  No.  The  agreement  would  not  require  the  Canadian  govern¬ 
ment  to  remove  that  embargo  at  the  present  time.  That  is  a  matter  for  the 
government  to  decide. 

Hon.  Mr.  Buchanan:  Is  it  not  contrary  to  the  spirit  of  the  agreement? 

Mr.  Deutsch:  In  normal  circumstances  export  embargoes  are  not  permitted 
under  this  Agreement,  but  there  is  a  leeway  whereby  countries  may  make 
adjustments  necessitated  by  conditions  arising  out  of  the  war.  For  instance, 
where  commodities  are  in  short  supply,  the  agreement  permits  the  countries 
to  maintain  for  a  certain  period  the  same  trade  controls  that  were  in  effect  during 
the  war,  but  those  controls  must  be  removed  after  the  limited  period. 
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Hon.  Mr.  McKeen:  Does  that  mean  that  if  we  have  'certain  raw  materials 
that  are  needed  by  our  secondary  industries  we  could  be  forced  to  remove 
an  embargo  against  the  export  of  those  materials  to  other  countries?  For 
instance,  it  is  quite  conceivable  that  outside  interests  might  come  in  and  buy  up 
most  of  the  raw  materials  needed  by  our  pulp  mills  in  British  Columbia,  and  if 
those  materials  could:  be  exported  the  pulp  mills  would  be  put  out  of  business. 
Would  the  Geneva  agreement  make  it  impossible  for  the  government  to  impose 
an  embargo  on  exports  of  that  kind? 

Mr.  Deutsch:  After  this  transitional  period  is  over  we  would  not  be 
permitted  to  continue  export  controls  or  prohibitions,  just  as  we  would  not  be 
permitted  to  prohibit  imports  except  under  specified  circumstances. 

Hon.  Mr.  McKeen:  I  understand  it  with  respect  to  imports  in  the  natural 
course  of  trade,  but  I  don’t  see  why  other  countries  should  have  any  rights  over 
our  raw  materials. 

Mr.  Deutsch:  I  believe  you  are  referring  to  the  controls  on  the  export  of 
pulpwood. 

Hon.  Mr.  McKeen:  And  on  lumber,  which  is  also  used. 

Hon.  Mr.  MacLennan:  You  are  only  giving  an  example. 

Hon.  Mr.  McKeen:  But  that  was  done  long  before  the  war. 

Mr.  Deutsch:  That  is  true,  but  in  so  far  as  those  controls  are  imposed'  by 
the  provinces,  the  federal  government  has  made  no  undertaking  which  would 
force  the  provinces  to  change  their  practice.  In  other  words,  the  provinces  have 
been  imposing  their  controls,  and  because  of  the  fact  that  the  pulpwood  is  cut 
on  Crown  property  there  is  nothing  in  these  agreements  which  would  interfere 
with  the  provinces  carrying  out  whatever  natural  resources  policy  they  wish 
to  have. 

Hon.  Mr.  Pirie:  But  that  has  only  to  do  with  Crown  land  and  does  not 
affect  private  land. 

Mr.  Deutsch:  That  is  true.  Also,  in  so  far  as  the  federal  government  is 
concerned  it  could  not  put  on  prohibitions. 

Hon.  Mr.  McKeen:  But  the  federal  government  sold  Crown  lands,  adver¬ 
tising  that  it  had  exportable  timber.  Of  course  during  the  war  it  could  not  be 
exported  for  war  purposes,  but  the  sales  were  advertised  on  that  basis.  Now 
the  war  has  been  over  some  time  and  they  still  enforce  those  controls,  which 
I  think  is  rather  a  discrimination  against  the  buyer  who  bought  on  the  assump¬ 
tion  that  he  could  export  that  material.  While  I  am  not  in  favour  of  any  export 
of  raw  material  of  which  we  ourselves  are  in  short  supply,  when  we  have  the 
supply  I  do  not  think  an  embargo  like  that  should  be  carried  out,  especially 
when  the  land  was  bought  on  a  contract  that  it  had  exportable  timber. 

Hon.  A.  L.  Beaubien:  Do  I  understand  that  if  Canada  at  some  time  became 
in  short  supply,  for  instance  with  respect  to  meat,  that  under  the  Geneva 
Agreements  we  cannot  put  on  prohibitions? 

Mr.  Deutsch:  Let  me  try  to  make  the  point  clear.  We  have  a  temporary 
period  after  the  war  which  is  commonly  referred  to  as  the  transitional  period, 
during  which  time — 

Hon.  A.  L.  Beaubien:  May  I  ask  if  there  is  a  time  limit  to  that  period? 

Mr.  Deutsch:  Yes,  there  is  a  limit. 

Hon.  A.  L.  Beaubien:  What  is  the  time  limit? 

Mr.  Deutsch:  1951.  — during  which  time  we  'can  adjust  our  wartime 
controls  to  a  normal  situation,  and  during  that  period  we  may  continue  some 
of  the  trade  controls  we  had  on  during  the  war.  After  that  time  limit  expired 
we  would  no  longer  be  permitted  to  put  on  prohibitions  either  of  an  export 
or  an  import  nature.  There  are  a  few  exceptions  to  that,  under  the  normal 


CANADIAN  TRADE  RELATIONS 


113 


situation,  to  take  care  of  legitimate  cases,  and  one  of  them,  Senator  Beaubien, 
is  the  one  to  which  you  refer.  The  clause  says  that  the  provisions  of  this 
paragraph,  which  do  not  allow  the  imposition  of  prohibitions  shall  not  extend 
to  the  following — one  of  them  is  export  prohibitions  or  restrictions — tem¬ 
porarily  applied  to  prevent  or  relieve  critical  shortages  of  foodstuffs  or  other 
products  essential  to  the  exporting  country.  In  other  words,  if  we  do  run  into 
a  situation  where  there  is  a  shortage  of  food,  or  of  some  other  essential 
material,  which  causes  a  shortage  situation  which  might  be  serious,  we  may 
then  temporarily  put  on  a  prohibition  to  relieve  the  shortage. 

Hon.  A.  L.  Beaubien:  Would  that  be  done  by  consultation  with  other 
countries  with  whom  we  have  signed  an  agreement? 

Mr.  Deutsch:  Normally  we  would  consult  them,  but  we  would  not  have  to 
if  we  had  a  good  case,  that  is,  if  we  could  prove  that  because  of  shortages  we 
would  be  facing  serious  difficulties  if  we  did  not  act  to  relieve  the  situation. 
Under  those  circumstances  we  could  put  on  temporary  controls. 

Hon.  Mr.  McKeen:  Is  that  the  way  in  which  we  would  stop  the  export  of 
uranium  to  some  of  these  countries  to  which  we  would  prefer  it  did  not  go? 

Mr.  Deutsch  :  Uranium  is  especially  excluded  from  this  agreement. 

The  Acting  Chairman:  Of  course,  Mr.  Deutsch,  we  have  an  advantage 
under  certain  clauses  with  respect  to  such  things  as  coal  and  petroleum  products. 

Mr.  Deutsch:  Yes. 

Mr.  McKinnon:  Fuel  oil.  In  other  words,  it  works  both  ways, 

Mr.  Deutsch:  It  works  very  much  both  ways.  We  are  very  dependent  upon 
other  countries  for  raw  materials  which  are  absolutely  essential  to  our  economy, 
and  while  we  have  to  give  up  perhaps  certain  unilateral  rights,  we  benefit  by  the 
undertaking  that  other  countries  also  give  up  certain  unilateral  rights. 

Hon.  Mr.  McKeen:  I  would  take  it  that  the  provinces  would  be  in  much  the 
same  position  as,  for  instance,  the  state  of  New  York. 

Mr.  McKinnon:  That  is  quite  right. 

Hon.  Mr.  McKeen:  We  have  certain  sales  in  British  Columbia  and  no 
doubt  there  are  other  provinces  who  must  have  the  same  conditions;  I  presume 
another  province  could  do  the  same  as  we  do. 

Mr.  McKinnon:  Yes. 

Mr.  Deutsch:  What  the  state  of  New  York  does  with  respect  to  milk 
is  in  some  ways  analagous  to  what  our  provinces  do  with  respect  to  some  other 
things. 

Hon.  A.  L.  Beaubien:  Do  you  mean  to  say  that  any  province  in  Canada 
could  prevent  the  export  of  certain  materials  produced  in  that  province? 

Hon.  Mr.  McKeen:  If  that  province  owned  the  commodity. 

Mr.  Deutsch:  Yes,  if  the  province  owns  it. 

Hon.  A.  L.  Beaubien:  Do  you  mean  if  it  belongs  to  the  Crown? 

Hon.  Mr.  McKeen:  Yes,  it  the  Crown  in  the  right  of  the  province  owns  it. 

Hon.  A.  L.  Beaubien:  But  it  could  not  interfere  with  private  ownership? 

Mr.  Deutsch:  No.  If  the  province  is  the  owner  of  a  natural  resource,  it 
would  control  it  the  same  as  the  owner  of  any  property  would  have  control 
over  it. 

The  Acting  Chairman:  Are  there  any  further  questions,  gentlemen?  Mr. 
Kemp,  have  you  the  statement  on  the  agricultural  products? 

Mr.  Kemp:  I  have  those  figures  here  of  the  concessions  that  we  gained  with 
respect  to  dairy  products.  The  complete  list  from  the  United  States  is  as  follows: 

Tariff  Item  707,  fresh  cream;  duty  reduced  from  28-3  cents  per  gallon  to  20 
cents  a  gallon,  on  a  quota  of  1^  million  gallons,  with  no  change  in  ex-quota  rate 
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of  56*6  cents  per  gallon.  On  whole  milk  the  rate  was  reduced  from  3^  cents  a 
gallon  to  2  cents,  on  the  quota  of  3  million  gallons,  with  no  change  in  the 
ex-quota  rate  which  remains  at  6*5  cents  a  gallon.  On  skimmed  milk  and  butter¬ 
milk  the  rate  was  reduced  from  2%o  cents  per  gallon  to  1J>-  cents  a  gallon. 

Tariff  Item  708,  condensed  milk,  unsweetened;  the  rate  was  reduced  from 

1  •  8  cents  a  pound  to  1  cent  a  pound ;  and  on  condensed  milk,  sweetened,  it  was 
reduced  from  2-75  cents  a  pound  to  1-75  cents  a  pound. 

Tariff  Item  708b,  whole  milk  dried;  the  rate  was  reduced  from  6 %2  cents  a 
pound  to  3%0  cents  a  pound.  Skimmed  milk  dried  was  reduced  from  3  cents  to 
1J  cents  a  pound.  Buttermilk  dried  was  bound  at  l\  cents  a  pound. 

Tariff  Item  709 ;  butter,  the  rate  was  14  cents  a  pound,  and  it  has  now  been 
reduced  to  7  cents  a  pound,  with  a  quota  of  50  million  pounds.  This  concession 
was  negotiated  primarily  with  New  Zealand  but  we  benefit  by  it  to  the  extent 
that  we  may  at  any  time  have  butter  for  sale  in  the  United  States, 

Hon.  Mr.  McKeen  :  Excuse  me,  but  does  that  apply  to  any  time  of  the  year 
or  is  it  seasonal? 

Mr.  Kemp:  That  is  a  seasonal  affair,  sir. 

Hon.  Mr.  McKeen:  That  season  fits  them,  but  it  does  not  fit  us.  Is  that 
our  off-season? 

Mr.  Kemp:  We  could,  of  course,  sell  out  of  cold  storage. 

Item  710,  cheddar  cheese;  the  rate  was  4  cents  a  pound,  or  25  per  cent,  and 
it  has  now  been  reduced  to  3^-  cents  a  pound  or  17^  per  cent,  whichever  is  the 
more. 

That  is  the  complete  list  of  dairy  product  concessions  in  the  United  States. 
Now  I  have  a  further  list  here  of  concessions  on  dairy  products  that  we  received 
from  Benelux,  Brazil,  China,  France,  India  and  Norway.  Is  it  your  wish  to 
hear  those  also? 

Some  Hon.  Senators:  No. 

The  Acting  Chairman:  Are  there  any  questions,  gentlemen,  with  respect 
to  these  items? 

Hon.  Mr.  McKeen:  Were  any  concessions  made  with  respect  to  maple 
products,  that  is  maple  sugar  and  maple  syrup? 

Mr.  Kemp:  Yes,  sir. 

Hon.  Mr.  McKeen:  Could  you  give  us  those? 

Mr.  Kemp:  On  maple  sugar  the  United  States  rate  was  formerly  3  cents  a 
pound,  and  it  has  been  reduced  to  2  cents  a  pound;  on  maple  syrup  the  rate  was 

2  cents  a  pound  and  it  has  now  been  reduced  to  l\  cents  a  pound.  We  have  also 
got  a  concession  on  these  items  in  France,  and  quite  a  large  concession.  The 
rate,  I  think,  with  respect  to  maple  syrup  and  maple  sugar  was  130  per  cent,  and 
it  has  now  been  reduced  to  30  per  cent. 

Hon.  Mr.  McKeen:  Is  there  much  of  that  product  shipped  to  France? 

Mr.  Kemp:  I  do  not  think  there  was  under  the  old  rate. 

Mr.  McKinnon:  May  1  say  that  in  respect  to  both  maple  syrup  and  maple 
sugar  shipped  to  the  United  States,  we  got  a  concession  in  1935,  a  larger  con¬ 
cession  in  1938  and  now  we  have  a  third  one.  As  you  know  there  is  a  very  large 
market  in  Vermont  and  some  of  the  neighbouring  states  for  our  maple  syrup 
and  our  maple  sugar. 

Hon.  Mr.  McKeen:  Do  they  sell  it  out  as  Vermont  maple  syrup  afterwards? 

The  Acting  Chairman:  Are  there  any  further  questions? 

Hon.  Mr.  Pirie:  Mr.  Chairman,  I  wish  to  ask  some  questions  about  seed 
potatoes  and  table  potatoes.  I  should  like  to  get  some  information  as  to  the  rate 
on  seed  potatoes  at  the  present  time  to  the  United  States,  as  well  as  with  respect 
to  other  countries  that  come  under  the  Geneva  Agreements.  This  information 
would  be  of  interest  to  eastern  farmers  as  well  as  to  western  farmers. 
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The  Acting  Chairman:  Do  you  mean  the  rate  on  potatoes  entering  Canada 
or  going  into  other  countries? 

Hon.  Mr.  Pirie:  No,  the  rate  on  potatoes  entering  the  United  States,  and 
their  quota. 

Mr.  Kemp:  With  respect  to  the  United  States  on  certified  seed  potatoes,  the 
former  rate  was  37J  cents  per  hundred  pounds,  on  a  quota  of  1J  million  bushels. 
The  new  arrangement  is  that  the  quota  has  been  increased  to  2J  million  bushels, 
and  the  rate  remains  the  same;  the  ex-quota  rate,  which  was  75  cents  per  hundred 
pounds,  also  remains  the  same.  So  that  the  change  is  in  the  size  of  the  quota,  and 
the  increase  is  from  1*5  million  bushels  to  2-5  million  bushels  on  table  potatoes. 

Hon.  Mr.  Pirie:  Just  before  you  leave  that  item  may  I  ask  you  if  there  is 
a  certain  period  in  the  year  when  this  figure  of  37J  cents  applies? 

Mr.  Kemp:  That  is  true  of  the  whole  year,  under  the  present  arrangement. 

Hon.  Mr.  Pirie:  The  37^  cents  now  applies  to  the  entire  year. 

Mr.  Kemp:  That  is  true,  within  the  quota. 

Hon.  Mr.  Pirie:  And  what  is  the  rate  on  any  increase  over  the  quota? 

Mr.  Kemp:  The  rate  on  imports  over  the  quota  is  75  cents  per  hundred 
pounds. 

Hon.  Mr.  Pirie:  And  it  remains  the  same? 

Mr.  Kemp:  It  is  the  same.  On  table  potatoes  the  rate  has  not  been  changed. 
It  still  is  37^  cents  per  hundred  pounds  throughout  the  year  on  a  quota  of  one 
million  bushels,  and  on  anything  over  the  quota  it  is  75  cents  per  hundred  pounds. 
These  are  the  figures  for  the  United  States.  I  have  them  also  for  the  other 
countries. 

Hon.  Mr.  Pirie:  Say  Cuba? 

Mr.  Kemp:  In  Cuba,  on  certified  seed  potatoes,  they  did  enter  free  during 
a  certain  period  of  the  year,  and  they  have  been  bound  free  of  duty  from  Septem¬ 
ber  1  to  January  31,  which  is  the  period  in  which  we  would  want  to  sell  them  in 
any  case  the  potatoes  not  separately  provided  for.  These  rates  are  in  United 
State  sdollars.  The  rate  is  $5  per  hundred  kilograms  from  November  1  to  June 
30;  $4  per  hundred  kilograms  from  July  1  to  July  31  and  October  1  to.  31;  and 
$4  per  hundred  kilograms,  reduced  to  $3.50,  from  August  1  to  September  30. 

Hon.  Mr.  Pirie:  I  have  not  worked  that  out  in  pounds. 

Mr.  Kemp:  A  kilogram  is  about  2-2  pounds,  so  100  kilograms  amounts 
roughly  to  220  pounds.  There  is  also  a  concession  in  France.  'Seed  potatoes 
are  admitted  in  the  limits  of  a  quota  which  is  going  to  be  fixed  each  year  by 
decree  of  the  French  Minister  of  Agriculture,  and  under  the  conditions  laid  down 
in  a  rather  lengthy  text,  but  there  is  a  reduction  within  that  quota  from  30  per 
cent  to  15  per  cent  on  seed  potatoes  going  to  France.  There  is  one  other  country 
where  we  have  received  a  concession — in  Brazil,  where  certified  seed  potatoes 
have  been  bound  free  of  duty.  I  think  that  is  the  complete  list. 

Hon.  Mr.  Pirie:  There  are  plenty  of  restrictions  on,  for  Colorado  beetle  and 
such  other  insects  that  they  claim  we  have  here  but  perhaps  they  have  not  in 
Brazil.  That  is  another  case  where,  I  suppose,  they  could  put  on  these  prohibitive 
restrictions,  like  New  York  State  on  our  cream  and  milk.  It  works  just  about 
the  same  way. 

Mr.  Deutsch:  Is  that  a  federal  regulation?  The  federal  government,  I 
gather,  is  all  powerful. 

Hon.  Mr.  Pirie:  Yes,  I  think  it  is  a  federal  regulation. 

Mr.  Deutsch:  They  may  put  on  sanitary  regulations,  but  they  cannot  use 
those  sanitary  regulations  purely  as  an  indirect  device  for  protection.  In  other 
words,  if  they  are  really  sanitary  regulations  they  are  permitted.  But  they 
cannot  use  them  as  an  indirect  method  of  keeping  out  the  potatoes. 
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Mr.  Kemp:  We  understand  that  the  Brazilians  really  want  our  seed  pota¬ 
toes,  and  we  do  not  think  they  are  likely  to  do  that  sort  of  thing. 

Hon.  Mr.  Pirie:  Well,  if  they  want  them  they  have  bought  very  few  of 
them.  You  can  ship  seed  potatoes  to  Brazil  today,  if  you  want  to  wait  long 
enough  for  your  money.  They  will  pay  you  in  cruzeiros;  they  will  hold  you  up,  as 
a  senator  suggests,  until  they  grow  the  potatoes  years  after.  They  make  no  effort 
to  pay  until  they  are  good  and  ready.  Of  course  if  you  want  to-  ship  under  those 
conditions,  O.K.,  but  you  do  not  have  to. 

Hon.  Mr.  McKeen:  I  take  it  that  you  don’t. 

Hon.  Mr.  Pirie:  We  have  shipped  them  under  these  conditions.  We 
shipped  seed  potatoes  to  Brazil  this  year  for  the  first  time,  two  or  three  months 
ago,  and  they  still  have  the  money  there,  and  I  suppose  they  will  still  have 
the  money  for  some  months  to  come. 

Hon.  Mr.  McKeen:  Maybe  you  had  better  go  into  the  coffee  business. 

Hon.  Mr.  Pirie:  Yes;  that  might  be  one  way  of  getting  it. 

The  Acting  Chairman:  If  there  are  no  other  questions,  this  will  conclude 
the  meeting  and  the  discussions  as  far  as  questioning  the  witness  is  concerned. 
In  the  absence  of  the  chairman  I  wish  to  say  how  grateful  we  are  to  Mr. 
McKinnon  and  the  other  witnesses  who  have  come  before  us.  They  have  been 
most  helpful  and  informative  with  respect  to  these  matters.  It  has  been  a 
great  pleasure  to  all  members  of  the  committee  to  have  been  here  and  to  have 
had  the  opportunity  of  procuring  this  information. 

Hon.  Mr.  Robertson:  I  may  say  that  Mr.  Kemp  informed  me  that  he 
is  having  prepared  a  complete  list  of  our  concessions. 

Mr.  Kemp:  The  concessions  we  received  from  the  United  States  (reductions 
and  bindings  on  dutiable  items).  The  tables  to  be  submitted  do  not  include 
items  which  were  already  free  of  duty  under  previous  agreements. 

Hon.  Mr.  Robertson:  He  thought  it  would  be  ready  before  we  adjourned, 
but  he  will  supply  it  to  us  and  to  the  members  of  the  committee  and  it  can  be 
incorporated  i  nour  records;  because  it  may  be  that  our  hearings  will  be  of  some 
value  to  the  House  of  Commons;  in  any  event  they  will  be  forthcoming,  and 
when  they  come  I  suggest  that  they  could  form  a  part  of  the  records  of  this 
hearing. 

The  Acting  Chairman:  Senator  Robertson  suggests  that  we  might  leave 
the  report  until  Senator  Euler  returned.  At  that  time  we  could  have  a 
discussion  of  the  full  committee  as  to  form  the  report  to  the  house  should 
take. 

Hon.  A.  L.  Beatjbien:  Your  idea,  Senator  Robertson,  is  that  the  statement 
Mr.  Kemp  is  going  to  give  will  be  incorporated  in  our  votes  and  proceedings. 

Hon.  Mr.  Robertson:  Incorporated  in  the  printed  report  which  is  being 
made  of  these  meetings,  and  copies  of  it  will  be  available  to  all  members  of 
this  committee.  Unfortunately  it  is  not  yet  here,  but  it  will  be  a  matter 
of  probably  being  available  today  some  time.  As  Senator  Campbell  says, 
perhaps  we  could  leave  the  matter  now,  in  the  absence  of  the  chairman,  until  he 
is  ready  to  call  us  together  to  consider  the  report  we  may  make.  I  suppose 
that  in  the  interim,  if  honourable  senators  feel  that  some  further  information 
should  be  supplied,  either  by  letter  or  perhaps  by  the  attendance  of  some  of 
the  officials  who  may  be  available,  the  necessary  arrangements  could  be  made. 

]  know  how  much  the  time  of  these  officials  is  taken  up,  but  they  have  been 
very  obliging,  and  I  am  sure  that  we  can  count  on  their  assistance. 

Mr.  McKinnon:  I  think  I  should  say  on  behalf  of  our  group  to  the  chair¬ 
man  and  members  of  the  committee  that  it  has  been  a  very  pleasant  experience. 
It  is  quite  different  from  what  we  have  been  accustomed  to  in  the  other  house — 
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Some  Hon.  Senators:  Oh,  oh. 

Mr.  McKinnon:  No,  no.  I  mean,  in  the  sense  that  there  you  are  in 
committee  of  ways  and  means,  and  it  is  very  formal.  Here  the  proceedings 
were  completely  informal;  questions  could  be  directed  to  the  official  concerned 
and  replies  given  direct.  And  I  think  we  have  all  found  the  proceedings  here 
not  only  interesting  from  our  point  of  view  but  informative  also. 

The  Acting  Chairman:  The  proceedings  are  adjourned,  the  committee 
to  meet  at  the  call  of  the  Chair. 

( For  table  of  imports  into  the  United  States  from  Canada  to  which  reference 
is  made  in  the  foregoing  discussion ,  see  appendix.) 


Imports  into  the  United  States  from  Canada  of  principal*  dutiable  items  on  which  concessions  were  obtained  under  the  General  Agreement  on  Tariffs  and  Trade, 

calendar  years  1939  and  1946,  showing  rates  of  duty 

(*  Statement  includes  only  items  valued  at  $50,000  or  more  in  either  year) 
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(0  Duty  suspended  until  June  -30,  1948. 

(2)  Tax  on  copper  suspended  from  April  30,  1947,  for  a  period  of  two  years. 


(*  Statement  includes  only  items  valued  at  $50,000  or  more  in  either  year) 
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Imports  into  the  United  States  from  Canada  of  principal*  dutiable  items  on  which  concessions  were  obtained  under  the  General  Agreement  on  Tariffs  and  Trade, 

calendar  years  1939  and  1946,  showing  rates  of  duty — Continued 

(*  Statement  includes  only  items  valued  at  $50,000  or  more  in  either  year) 
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(x)  Tax  on  copper  suspended  from  April  30,  1947,  for  a  period  of  two  years. 
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SENATE  OF  CANADA 


> 


PROCEEDINGS 

OF  THE 

STANDING  COMMITTEE 

ON 

Canadian  Trade  Relations 

To  whom  was  referred  the  subject  matter  of  the  General  Agreement  on  Tariffs  and 
Trade,  including  the  Protocol  of  Provisional  Application  thereof,  annexed  to  the 
Final  Act  of  the  Second  Session  of  the  Preparatory  Committee  of  the  United 
Nations  Conference  on  Trade  and  Employment  held  at  Geneva  from  April  10  to 
October  30,  1947,  together  with  the  complementary  agreements  of  October  30, 
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Mr.  Louis  Couillard,  Commercial  Relations,  Department  of  Trade  and 
Commerce. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
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ORDER  OF  REFERENCE 


(EXTRACT  from  the  Minutes  of  the  Proceedings  of  the  Senate  15 

December,  191+7) 

The  Honourable  Senator  Robertson,  seconded  by  the  Honpurable  Senator 
Copp  moved — That  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  be  directed  to  inquire  into  and  report  upon  the  subject  matter  of  the 
General  Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional 
Application  thereof,  annexed  to  the  Final  Act  of  the  Second  Session  of  the 
Preparatory  Committee  of  the  United  Nations  Conference  on  Trade  and 
Employment  held  at  Geneva  from  April  10  to  October  30,  1947,  together  with 
the  complementary  'agreements  of  October  30,  1947,  between  Canada  and  the 
United  States  of  America  and  between  Canada  and  the  United  Kingdom. 

That  the  said  Committee  be  authorized  to  send  for  persons,  papers  and 
records. 

After  Debate,  and — 

The  question  being  put  on  the  said  motion,  it  was — 

Resolved  in  the  affirmative. 


L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Wednesday,  April  21,  1948. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators: — Euler,  Chairman ;  Burchill,  Campbell, 
Crerar,  Davies,  Howard,  Kinley,  MacDonald  (Cardigan) ,  McLean,  Nicol,  Pirie, 
Robertson,  Yaillancourt  and  White — 14. 

The  official  reporters  of  the  Senate  were  in  attendance. 

The  Committee  resumed  consideration  of  the  subject  matter  of  the  General 
Agreement  on  Tariffs  and  Trade,  including  the  Protocol  of  Provisional  Applica¬ 
tion  there  of,  annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory 
Committee  of  the  United  Nations  Conference  on  Trade  and  Employment  held 
at  Geneva  from  April  10  to  October  30,  1947,  together  with  the  complementary 
agreements  of  October  30,  1947,  between  Canada  and  the  United  States  of 
America  and  between  Canada  and  the  United  Kingdom. 

Mr.  Louis  Couillard,  Commercial  Relations,  Department  of  Trade  and 
Commerce,  was  heard  with  respect  to  the  Havana  Conference  on  Tariffs  and 
Trade,  and  was  questioned. 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board,  was  again  heard  and  was 
questioned. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
of  Trade  and  Commerce,  was  again  heard  and  questioned. 

On  motion  of  the  Honourable  Senator  Howard,  seconded  by  the  Honourable 
Senator  White,  it  was — 

1.  Your  Committee  have  in  obedience  to  the  order  of  reference  of  15th 
December,  1947,  considered  the  subject  matter  of  the  General  Agreement  on 
Tariffs  and  Trade,  including  the  protocol  of  Provisional  Application  thereof, 
annexed  to  the  Final  Act  of  the  Second  Session  of  the  Preparatory  Committee 
of  the  United  Nations  Conference  on  Trade  and  Employment  held  at  Geneva 
from  April  10  to  October  30,  1947,  together  with  the  Complementary  agreements 
of  October  30,  1947,  between  Canada  and  the  United  States  of  America  and 
between  Canada  and  the  United  Kingdom. 

2.  Your  Committee  have  heard  the  following  witnesses: — 

Mr.  H.  B.  McKinnon,  Chairman,  Tariff  Board. 

Mr.  J.  J.  Deutsch,  Director  of  Economic  Relations  Department  of  Finance. 

Mr.  H.  R.  Kemp,  Director  of  Commercial  Relations  Division,  Department 
of  Trade  and  Commerce. 

Dr.  A.  E.  Richards,  Economist,  Department  of  Agriculture. 

Mr.  G.  C.  Cowper,  Chief  of  Foreign  Tariff  Section,  Department  of  Trade 
and  Commerce. 

Mr.  Louis  Couillard,  Commercial  Relations,  Department  of  Trade  and 
Commerce. 

3.  Your  Committee  submit  herewith  a  copy  of  the  evidence  adduced  before 
the  Committee. 

At  12.15  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

H.  ARMSTRONG, 

Clerk  of  the  Committee. 
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The  Senate, 

Wednesday,  April  21,  1948. 

Pursuant  to  the  order  of  reference  of  December  15,  1947,  the  Standing 
Committee  on  Canadian  Trade  Relations  met  this  day  at  ‘10.30  a.m.,  and 
proceeded  to  the  consideration  of  the  subject-matter  of  the  General  Agreement 
on  tariffs  and  trade  negotiated  at  the  second  session  of  the  Preparatory  Com¬ 
mittee  of  the  United  Nations  Conference  on  trade  and  employment,  held  at 
Geneva  from  April  10  to  October  30,  1947. 

Hon.  Mr.  Euler  in  the  Chair. 

The  Chairman:  I  was  not  present  at  the  last  meeting.  Perhaps  the  leader 
of  the  government  will  explain  the  purpose  of  the  meeting  today. 

Hon.  Mr.  Robertson:  I  think,  honourable  senators,  those  who  were  present 
will  recall  that  we  had  a  meeting  at  which  we  pretty  well  completed  any 
evidence  that  we  required.  On  the  other  hand  we  thought  that,  in  the  absence 
of  the  chairman,  we  had  better  not  complete  it  until  he  returned,  so  this  meeting 
is  to  clean  it  up,  if  we  see  fit,  and  to  report  back  to  the  Senate  accordingly, 
so  that  the  debate  on  the  trade  agreement  can  proceed.  I  asked  Mr.  McKinnon 
and  the  others  to  come  here  in  case  there  are  any  further  questions  which -any¬ 
one  wishes  to.  ask. 

Perhaps  you  will  remember  that  during  our  sessions  we  were  discussing  the 
fact  that  negotiations  were,  as  a  matter  of  fact,  going  on  at  Havana. 
Mr.  Deutsch  is  away  today,  but  one  of  the  officials  who  was  present  at  Havana  is 
here,  in  case  the  committee. would  be  interested  in  hearing* from  him  briefly  on 
what  changes  were  made  there  as  compared  with  the  original  Geneva  agreements. 
That,  plus  questions  on  any  matter  that  anybody  would  like  to  have  information 
on,  plus  the  posible  adoption  of  a  report  to  make  back  to  the  Senate,  would 
cover  today’s  proceedings. 

The  Chairman:  We  cannot  do  that  today  because  no  reports  have  been 
drawn  up. 

Hon.  Mr.  Robertson:  Yes,  there  is  the  tentative  one.  However,  our 
procedure  is  to  hear  whatever  evidence  there  is  and  to  table  it,  which  in  effect 
means  that  the  debate  proceeds  if  and  when  the  Senate  sees  fit. 

The  Chairman:  I  was  not  present  at  the  last  meeting.  Unfortunately  I  was 
out  of  the  country,  but  I  take  it  you  had  a  pretty  full  explanation  then  of  the 
concessions,  if  you  may  call  them  such,  that  were  made  to  other  countries  and 
more  particularly  to  the  United  States.  Was  that  completed? 

Hon.  Mr.  Robertson:  That  was  completed  so  far  as  that  meeting  was 
concerned. 

The  Chairman:  Then  if  the  meeting  so  wishes  at  this  time  we  might  hear 
from  our  representative  who  was  at  the  Havana  Conference. 

Mr.  McKinnon:  I  might  explain  that  Mr.  Deutsch  is  in  New  York  attending 
another  meeting  of  the  United  Nations,  but  Mr.  Louis  Couillard  took  part  in  all 
the  proceedings  in  Havana  and  will  be  able  to  tell  the  committee  where  and  to 
what  extent  the  Havana  discussions  changed  the  agreement  as  it  was  drafted  at 
Geneva. 

Mr.  Louis  Couillard  (Commercial  Relations  and  Foreign  Tariffs  Division) : 
Mr.  Chairman  and  honourable  senators,  I  should  like  to  say  first  that  I  was 
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only  one  of  several  delegates  and  advisers  at  Havana,  and  consequently  my 
knowledge  of  the  full  picture  of  proceedings  at  the  Havana  Conference  is 
qualified  by  that  fact.  However,  I  have  tried  on  relatively  short  notice  to 
gather  together  the  main  changes  that  were  incorporated  in  G.A.T.T.  (General 
Agreement  on  Tariffs  and  Trade)  at  Havana  at  the  first  session  of  the  Contract¬ 
ing  Parties.  With  the  permission  of  the  Chairman  I  should  like  first  to  make  a 
few  general  remarks  some  of  which  are  not  applicable  to  G.A.T.T.,  before  going 
into  the  actual  details. 

Obviously  a  full  resume,  of  even  the  main  changes  made  in  the  text  of  the 
General  Charter,  would  be  a  relatively  lengthy  process.  There  were  a  number 
of  drafting  changes  which  clarified  the  text;  there  was  also  a  good  deal  of 
spelling  out  of  the  provisions  as  they  emerged  from  Geneva  and  as  they 
emerged  from  discussions  at  Havana.  Even  in  cases  when  the  Geneva  text 
was  not  changed  as  a  result  of  discussions  at  Havana,  there  were  a  number 
of  interpretations  which  apply  to  the  text  of  Part  II  of  the  General  Agreement 
as  we  have  it  now.  Although  these  interpretations  did  not  find  their  way  into 
the  Charter  or  its  interpretative  notes,  they  did  find  their  way  into  the  records 
of  the  meetings  and  these  interpretations  will  have  a  high  evidencial  value  for 
future  interpretation  of  the  Agreement  as  well  as  of  the  Havana  Charter. 

As  for  G.A.T.T.  which  is  our  subject  matter  here,  I  might  add  that  G.A.T.T. 
is  not  in  all  cases,  as  I  think  Mr.  Deutsch  has  told  you,  an  exact  reproduction 
of  the  corresponding  articles  of  the  Geneva  text.  Obviously  a  full  reproduction 
was  not  necessary  nor  was  it  feasible  in  all  cases.  Many  provisions  of  the 
Geneva  articles  which  found  their  way  into  G.A.T.T.  were  not  applicable  to 
the  General  Agreement  on  Tariffs  and  Trade  and  consequently  were  not  inserted. 

One  example.  I  have  in  mind  is  the  chapter  in  the  Geneva  text  dealing  with 
the  settlement  of  disputes.  That  chapter  was  considerably  condensed  and  found 
its  way  into  G.A.T.T.  under  the  title,  “  Nullification  and  Impairment.”  Refer¬ 
ence  to  the  International  Court  of  Justice,  for  instance,  was  not  necesasry  in 
the  G.A.T.T.  In  othctr  words,  at  Geneva,  only  those  provisions  of  the  Geneva 
charter  which  were  necessary  to  safeguard  the  tariff  concessions,  i.e.  the  schedules, 
were  incorporated  into  the  General  Agreement.  In  addition,  in  a  few  cases 
there  are  provisions  in  G.A.T.T.  which  were  not  in  the  Geneva  charter.  You 
will  remember  that  the  Geneva  Conference  finished  its  work  on  the  charter 
provisions  in  August,  whereas  negotiations  on  G.A.T.T.  carried  on  until  October. 
There  were  a  few  points  of  detail  which  emerged,  from  the  latter  discussions  which 
were  consequently  added  to  G.A.T.T.  but  which  had  not  been  inserted  in  the 
Geneva  charter. 

I  have  mentioned  these  points  to  illustrate  the  fact  that  we  must  preface 
a  comparison  of  corresponding  Havana  and  G.A.T.T.  provisions  by  realizing 
that  there  were,  even  before  Havana,  differences  between  the  G.A.T.T.  text 
and  the  corresponding  Geneva  charter  text. 

The  Chairman:  I  do  not  want  to  interrupt  you,  but  is  it  not  so  that  some 
of  the  smaller  undeveloped  countries  wanted  to  escape  from  the  provisions  of 
the  Geneva  agreement?  They  wanted  to  make  a  great  many  exceptions,  as 
they  feared  that  if  tariff  restrictions  were  removed  and  freedom  of  trade  estab¬ 
lished  they  would  be  swamped  by  the  more  highly  developed  countries?  Did 
that  point  come  up? 

Mr.  Couillard:  No,  that  point  did  not  come  up  in  establishing  the  text  of 
G.A.T.T.  As  I  have  said,  the  reason  there  were  differences  between  the  Geneva 
and  the  G.A.T.T.  texts  on  corresponding  articles  was  simply  a  question  of 
feasibility  and  of  the  applicability  of  those  provisions  in  a  trade  and  tariff 
agreement.  j 

The  Chairman:  Do  you  say  that  the  matter  I  am  speaking  of  now  was  not 
discussed?  I  have  heard  criticism  that  the  purpose  of  the  Geneva  conference 
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was  pretty  well  nullified  by  those  escape  clauses  that  were  insisted  upon  by 
the  smaller,  undeveloped  countries.  Was  that  not  discussed  there? 

Mr.  Couillard:  Yes,  that  particular  question  was  fully  debated  but  that 
was  in  connection  with  the  charter  provisions. 

Hon.  Mr.  Kinley:  What  is  G.A.T.T.? 

Mr.  Couillard:  The  General  Agreement  on  Tariffs  and  Trade,  sir. 

Hon.  Mr.  Kinley:  That  is  the  general  agreement  that  we  .have  got  here? 

Mr.  Couillard:  Yes,  sir.  Therefore  we  are  starting  any  comparison  of 
texts  with  existing  differences  between  the  Geneva  text  and  G.A.T.T.,  and  at 
the  time  when  full  supersession  comes  to  be  discussed,  obviously  there  will  be 
present  those  differences  between  the  Havana  charter  and  the  'Corresponding 
articles  of  the  General  Agreement,  in  all  cases  where  the  Geneva  text  was  not 
changed  at  Havana. 

The  Chairman:  Do  you  mean  there  will  be  a  complete  supersession  of 
what  was  done  at  Geneva? 

Mr.  Couillard:  No  sir,  a  supersession  of  the  existing,  articles  in  the  Geneva 
Agreement  by  the  corresponding  articles  in  the  Havana  charter  pursuant  to 
article  XXIX  of  G.A.T.T.  The  supersession  will  not  be  in  all  cases  a  full 
supersession,  because  certain  provisions  of  corresponding  articles  of  the  Havana 
charter  simply  do  not  apply,  as  I  have  said,  in  the  case  of  G.A.T.T.  That  is 
the  point  I  made  in  connection  with  the  differences  between  the  Geneva  text 
and  the  General  Agreement  text,  and  what  I  am  saying  is  that  the  same  will 
be  true  as  regard  the  Havana  text  when  it  comes;  to  be  adapted  to  G.A.T.T. 

After  those  general  remarks,  I  should  like  to  pass  to  a  brief  report  of  the 
actual  changes  which  have  been  made  in  the  provisions  of  the  general  agreement 
since  it  was  first  drafted.  These  changes  are  only  in  the  text  of  G.A.T.T.  and 
not  in  its  tariff  schedules. 

The  first  session  of  the  CONTRACTING  PARTIES  to  G.A.T.T.  was  held 
in  Havana  concurrently  with  the  Havana  Conference.  The  main  questions 
discussed  at  the  First  Session  of  the  CONTRACTING  PARTIES  related  to 
the  emergency  supersession  of  some  articles  of  G.A.T.T.  by  the  new  text  of 
corresponding  articles  of  the  Havana  charter,  and  to  some  amendments  conse¬ 
quential  upon  certain  agreements  reached  on  the  charter  provisions. 

With  your  permission,  Mr.  Chairman,  I  might  outline  briefly  only  main 
changes  of  that  nature  which  were  made.  These  changes  are  contained  in  four 
Protocols  and  one  Declaration  which  were  signed  by  the  representatives  of  all 
or  most  of  the  contracting  parties. 

The  Chairman:  Did  all  the  countries  join  in  that? 

Mr.  Couillard:  The  contracting  parties  to  the  agreement  only,  sir,  plus  in 
certain  cases,  the  countries  which  were  at  Geneva  but  which  are  not  contracting 
parties  to  G.A.T.T. 

The  Chairman:  There  would  be  some  countries  outside  of  that  scope. 

Mr.  Couillard:  That  is  correct,  sir.  There  were  twenty-three  countries, 
you  will  remember,  who  signed  the  final  act  at  Geneva.  The  countries  who 
signed  the  final  act  at  Geneva  but  who  are  not  contracting  parties,  attended 
these  G.A.T.T.  meetings  as  participating  observers. 

The  first  protocol  I  might  mention  was  entitled  “Protocol  Modifying 
certain  Provisions  of  General  Agreement  on  Tariffs  and  Trade.”  This  protocol 
was  signed  by  the  twenty -three  signatories  to  the  Geneva  Final  Act;  in  other 
words,  by  all  parties,  not  only  contracting  parties,  to  the  general  agreement. 

The  Chairman:  Were  there  any  countries  represented  there  as  observers 
who  are  what  we  call  behind  the  Iron  Curtain? 

Mr.  Couillard:  I  could  read  the  full  list. 

The  Chairman:  Just  give  it  generally. 


134 


STANDING  COMMITTEE 


Mr.  Couillard:  There  was  no  question  of  political  limitation  raised  in  the 
G.A.T.T.  meetings. 

The  Chairman:  But  were  any  countries  there  that  do  not  belong  to  what 
we  call  the  western  group?  Was  Czechoslovakia  there? 

Mr.  Couillard  :  Czechoslovakia  was  at  Geneva,  and  consequently  attended 
the  first  session  of  the  contracting  parties  as  a  participating  observer. 

Hon.  Mr.  Kinley:  At  Havana? 

Mr.  Couillard:  At  Havana,  sir. 

Hon.  Mr.  Crerar:  Did  Czechoslovakia  sign  the  Geneva  Agreement?  Was 
she  a  party  to  it? 

Mr.  Couillard:  Czechoslovakia  signed  the  final  act  at  Geneva. 

The  Chairman:  But  she  was  at  Havana  only  as  an  observer. 

Mr.  Couillard:  As  an  observer  in  connection  with  the  meeting  of  the 
contracting  parties.  She  was  a  full  participant  at  the  Havana  Conference  which 
was  concerned  with  the  Charter  for  an  International  Trade  Organization. 

One  change  resulting  from  this  protocol  entitled — to  refresh  your  memory — - 
“Protocol  Modifying  Certain  Provisions  of  the  General  Agreement  on  Tariffs 
and  Trade”,  was  in  paragraph  5  of  Article  XXV.  This  was  a  change  conse¬ 
quential  upon  a  change  made  in  article  17  of  the  Havana  charter.  Article  17 
contains  an  obligation  on  the  part  of  members  to  negotiate  to  reduce  tariffs  and 
preferences.  The  main  provision  of  this  addition  to  article  XXV  reads  as 
follows: 

If  any  contracting  party  has-  failed  without  sufficient  justification  to 
carry  out  with  another  contracting  party  negotiations  of  a  kind  described 
in  paragraph  1  of  Article  17  of  the  Havana  Charter,  the  contracting 
parties — - 

meaning  the  contracting  parties  acting  jointly  as  a  committee,  so  to  speak 

— may  upon  complaint  and  after  investigation,  authorize  the  complaining 
contracting  party  to  withhold  from  the  other  the  'Concessions  incorporated 
in  the  relevant  schedule  of  this  Agreement. 

That,  as  I  have  said,  is  consequential  upon  a  change  made  in  Article  17 
of  the  Havana  charter,  and  the  sentence  I  have  just  read  gives  you  the 
substance  of  the  change. 

Hon.  Mr.  Burchill:  You  used  the  words  “without  justification”.  Who 
determines  whether  there  is  justification? 

Mr.  Couillard:  The  complaining  contracting  party  would  obviously,  in 
its  own  mind,  feel  that  the  other  contracting  party  has  not  entered  into 
negotiations,  and  that  it  has  failed  to  do  so  without  justification.  If  the 
party  which  has  not  entered  negotiations  does  not  deem  that  to  be  correct — ■ 
as  it  generally  would  in  this  case — then  after  unsuccessful  consultations  the 
case  will  be  brought  before  the  contracting  parties  acting  jointly,  and  a  decision 
will  be  made  by  them. 

The  Chairman:  What  decision  can  be  made?  Could  they  compel  the 
offending  country  to  carry  out  the  agreement? 

Mr.  Couillard:  I  do  not  believe  so:  they  could  not  compel  any  country. 

The  Chairman:  Could  they  expel  them? 

Mr.  Couillard:  They  could  authorize  the  complaining  contracting  party 
to  withhold  from  the  offending  contracting  party  the  extension  of  tariff  con¬ 
cessions  as  contained  in  the  latter’s  schedule;  if  the  offending  contracting  party 
is  not  satisfied  with  the  decision  reached,  there  is  provision  for  his  withdrawal 
from  the  agreement. 
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There  was  a  second  consequential  change  provided  for  in  the  protocol  under 
discussion.  You  will  remember  that  admission  to  G.A.T.T.  of  non-contracting 
parties  was  subject  to  the  unanimity  rule;  in  other  words,  a  country  could  not 
come  into  G.A.T.T.  unless  the  entry  enjoyed  the  unanimous  approval  of  all 
G.A.T.T.  members. 

The  Chairman:  Can  they  withdraw  for  any  reason  whatsoever? 

Mr.  Couillard:  Yes;  there  is  a  withdrawal  clause,  sir.  The  effect  of  this 
change  is  that  the  unanimity  rule  is  now  changed  to  a  two-thirds  vote.  Two- 
thirds  of  the  members  of  G.A.T.T.  may  now  decide  to  admit  a  non-G.A.  1.1. 
member  to  the  General  Agreement  on  Tariffs  and  Trade.  Those  were  the  two 
main  changes  resulting  from  this  particular  Protocol ;  most  of  the  other  changes 
are  questions  of  drafting.  This  protocol  remained  open  for  signature  by 
contracting  parties,  until  April  15,  so  it  is  now  closed. 

Hon.  Mr.  Ktnley:  Is  it  true  that  all  members  of  the  United  Nations  can 
join  if  they  wish  to?  Are  they  all  charter  members? 

Mr.  Couillard:  Yes,  that  is  correct,  sir.  There  is  an  obligation  in  the 
Havana  Charter  that  countries  shall  negotiate  tariffs  pursuant  to  Article  17, 
to  which  I  have  referred,  and  those  tariff  concessions  which  are  negotiated  are 
then  to  be  incorporated  in  the  General  Agreement  on  Tariffs  and  Trade.  It  is 
envisaged  that  all  charter  members  will  eventually  come  into  G.A.T.T.,  i.e,,  they 
will  become  contracting  parties  to  the  general  agreement  on  tariffs  and  trade. 

Hon.  Mr.  Crerar:  AVhen  you  speak  of  “charter  members”,  do  you  mean 
United  Nations? 

Air.  Couillard:  No,  I  am  sorry,  I  mean  Havana  Charter,  i.e.,  I.T.O. 
Members. 


Hon.  Mr.  Kinley:  That  is  United  Nations.  Havana  was  the  United  Nations 
Senate.  It  superseded  Geneva,  and  tried  to  get  the  United  Nations  to  father 
the  whole  thing.  Is  that  not  correct? 

Air.  Couillard:  The  invitations  sent  to  countries  to  attend  the  Havana 
Conference  were  sent  regardless  of  whether  a  country  was  a  member  of  the 
United  Nations  or  not.  For  example,  Switzerland  attended  the  Havana  con¬ 
ference  although  she  is  not  a  member  of  the  United  Nations. 

There  was  a  second  protocol  signed,  which  was  entitled  “Special  Protocol 
Relating  to  Article  XXIV  of  the  Geneva  Agreement  on  Tariffs  and  Trade.” 
Eight  out  of  nine  contracting  parties  signed  this  Protocol  under  which  they 
agree  to  accept  the  amendment  which  the  protocol  contains,  before  the  1st  of 
June,  1948. 

Article  XXIV  deals  with  the  questions  of  territorial  application,  frontier 
traffic,  customs  unions  and  free-trade  areas.  The  Geneva  text  which  we  now 
have  in  G.A.T.T.  was  rather  more  limited,  particularly  with  respect  to  customs 
unions,  and  did  not  provide  for  the  formation  of  free- trade  areas.  The  Havana 
conference  amended  Article  42  of  the  Geneva  charter,  it  is  now  three  Articles 
numbered  42,  43  and  44  in  the  Havana  text,  which  brings  in  some  changes. 
The  main  ones  of  which,  as  I  have  said,  permit  the  formation  of  free-trade 
areas,  permit  non-members  of  I.T.O.  to  enter  into  customs  unions  or  free-trade 
areas  with  members,  provided  the  organization  approves  by  a  two-thirds  majority 
vote.  There  are  a  few  other  changes,  with  which  I  should  not  bother  the 
committee. 

In  the  territorial  application  provisions  of  the  article,  there  was  a  new 
sub-paragraph  added,  which  provides  for  advantages  to  be  accorded  to  the 
Free  Territory  of  Trieste,  by  contiguous  countries,  as  long  as  those  advantages 
are  not  in  conflict  with  peace  treaties  resulting  from  the  second  World  War. 

This  protocol,  therefore,  replaces  the  G.A.T.T.  text  dealing  with  territorial 
application,  frontier  traffic,  customs  unions  and  free-trade  areas,  with  the  new 
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Havana  text  provisions  on  those  matters.  The  protocol  remains  open  for  signa¬ 
ture  until  the  1st  of  June,  1948.  On  or  before  that  date  the  new  provisions 
will  supersede  the  existing  provisions  of  G.A.T.T.  The  protocol  is  based  on 
the  amendment  procedure  of  G.A.T.T.,  Article  XXX. 

The  Chairman:  I  should  like  to  ask  a  question  there.  Did  the  Havana 
conference  make  any  change  in  the  agreements  made  at  Geneva,  or  that  was 
contained  in  the  original  charter,  with  regard  to  the  obligation  of  the  countries 
to  repeal  a  ban?  I  refer  to  an  absolute  ban  on  the  import  of  any  product. 

Mr.  Couillard:  Reading  the  records  of  the  committee,  which  I  had  to  da 
hurriedly,  I  saw  that  this  question  was  discussed  before.  There  are  certain 
provisions  in  G.A.T.T.,  the  interpretation  of  which  enjoys  the.  support  of  our 
legal  experts,  which  permits  the  maintenance  of  a  ban.  Obviously,  we  have 
to  discuss  particular  products,  or  the  ban  on  specific  products,  since  the  provisions 
do  not  necessarily  apply  equally  well,  say  to  commodity  “x”  and  to  com¬ 
modity  “y”.  I  should  say,  however,  that  there  are  certain  provisions  which  can 
be  interpreted  in  such  a  way  within  the  spirit  of  the  agreement  or  of  the 
Havana  charter,  which  do  permit  a  complete  prohibition  of  certain  commodities.. 

The  Chairman:  You  are  not  exactly  answering  my  question.  Did  the 
Havana  conference  make  any  change  with  regard  to  the  obligation  to  remove 
the  ban  on  the  import  of  certain  commodities?  Did  Havana  make  any  change 
in  what  was  arranged  at  Geneva? 

Mr.  Couillard:  As  far  as  I  know,  the  actual  provision  by  which  a  country 
may  not  impose  a  ban  on  a  commodity  was  not  changed.  The  general  rule 
still  obtains.  There  were  however  certain  exceptions  to  the  general  rule  both 
under  Geneva  and  under  Havana  texts  and  some  of  them,  although  not  funda¬ 
mentally  changed,  were  given  an  interpretation  such  as  the  type  I  spoke  of 
earlier;  that  is,  interpretative  notes  and  records  of  meetings  now  exist  which 
permit  the  prohibition  of  certain  commodities  which  were  not  previously  covered 
in  that  way. 

The  Chairman:  On  margarine? 

Mr.  Couillard:  On  margarine,  yes,  sir. 

The  Chairman  :  It  is  merely  an  interpretation  of  what  was  done  at  Geneva. 

Air.  Couillard:  There  was  made  at  Havana  an  addition  to  Geneva  Article 
18,  in  the  form  of  an  interpretative  note,  which  taken  with  Article  45,  now  makes 
it  clear  that  the  embargo  on  margarine  can  be  maintained. 

The  Chairman:  That  is  not  in  accordance  with  the  view  of  the  negotiators 
at  Geneva,  or  the  intent  of  the  agreement  made  there.  Mr.  McKinnon  can 
answer  that  question. 

Air.  AIcKinnon:  Mr.  Chairman  and  honourable  senators,  I  should  like  to 
say  that  at  Geneva  the  matter  of  prohibition  of  imports  was  diseussed  in  very 
general  terms.  There  was  provision  for  the  usual  standard  type  of  prohibition  of 
importation,  namely  on  the  grounds  of  the  health  of  humans,  the  health  of 
animals,  etc.  Margarine,  in  respect  of  the  Canadian  situation,  was  definitely 
discussed  qua  margarine. 

The  Chairman:  Did  you  ask  the  participating  countries  to  make  an 
exception  of  margarine? 

Air.  AIcKinnon:  No,  I  don’t  think  we  asked  them  to  make  an  exception  of 
margarine,  Air.  Chairman,  but  the  matter  of  margarine  came  up,  because  some  of 
the  participating  countries  were  aware  of  the  ban  on  margarine  in  the  Canadian 
legislation. 

The  Chairman:  The  United  States,  for  example? 

Air.  AIcKinnon:  Certainly;  and  others  were  interested,  particularly  some 
of  those  who  would  be  potential  suppliers  of  vegetable  oils  to  this  country. 
They  were  aware  of  this  ban.  The  general  view  undoubtedly  at  the  end  of 
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Geneva  was  that  the  article  in  the  General  Agreement  to  which  Mr.  Couillard 
has  referred  would  not  in  future  permit  the  continuance  of  the  prohibition. 

The  Chairman:  And  you  signed  the  agreement  in  good  faith  with  that 
understanding? 

Mr.  McKinnon:  The  leader  of  our  delegation,  of  course,  was  the  only  one 
who  signed.  There  was  no  question  in  the  minds  of  the  Canadian  delegation — 

The  Chairman:  And  it  was  so  understood  by  the  other  countries. 

Mr.  McKinnon:  — as  such.  I  would  not  want  to  impose  my  interpretation, 
Mr.  Chairman,  as  to  what  was  in  their  minds,  but  I  would  say  that  in  my 
opinion  most  countries  that  were  interested  in  that  particular  question  under¬ 
stood  that  in  consequence  of  the  General  Agreement,  Canada  could  not  continue 
the  ban  on  the  importation. 

The  Chairman:  And  that  was  your  own  understanding? 

Mr.  McKinnon:  That  was  certainly  my  own  understanding. 

The  Chairman:  Thank  you. 

Mr.  McKinnon:  Now,  as  Mr.  Couillard  says,  I  am  given  to  understand  that 
since  the  Geneva  agreement  was  tabled  the  matter  has  been  referred  to  the 
Department  of  Justice,  and  that  the  Department  of  Justice  has  ruled  or  given 
an  opinion  that,  under  certain  articles  of  the  Geneva  agreement,  in  particular  if 
two  articles  are  read  in  conjunction,  it  would  be  possible  for  Canada  to  continue 
to  prohibit  the  importation  of  margarine. 

The  Chairman:  But  that  was  not  your  understanding  of  what  was  intended? 

Mr.  McKinnon:  As  a  negotiator,  and  as  a  layman,  it  was  definitely  not 
my  understanding,  nor  do  I  think  it  was  the  understanding  of  any  member  of 
the  delegation.  But  those  members  of  this  committee  who  happen  to  be 
lawyers  will  readily  understand  that  legal  experts  differ  in  their  interpretations 
of  statutes,  or  what  may  become  statutes,  and  I  am  told  that  the  Department  of 
Justice  is  of  the  view  that,  even  desipte  the  Geneva  agreement,  it  is  permissible, 
if  Parliament' wishes  to  do  so,  to  continue  the  ban  on  the  importation  of 
margarine. 

The  Chairman:  In  other  words,  the  technicalities  of  the  interpretation  of 
the  law  override  the  clear  understanding  that  you  had  when  you  made  the 
agreement.  That  is  all. 

Hon.  Mr.  Robertson:  I  think  it  is  not  fair  to  add  that.  He  is  giving  us  an 
explanation. 

The  Chairman:  He  has  given  a  full  explanation.  I  am  satisfied  to  leave 
it  at  that. 

Hon.  Mr.  Nicol:  Yes.  That  is  an  argument. 

Hon.  Mr.  Crerar:  May  I  ask  a  question  which,  I  think,  is  quite  fair?  Canada 
accepts,  for  illustration,  the  opinion  of  its  law  officers  that  it  has  the  power  to 
continue  the  ban.  Take  the  Uqited  States,  which  is  a  country  which  exports 
margarine:  suppose  it  takes  the  position  that  this  is  contrary  to  the  Geneva 
agreement? 

Mr.  McKinnon:  Yes? 

Hon.  Mr.  Crerar:  Now,  there  is  a  difference  of  opinion  between  two 
countries. 

Mr.  McKinnon:  Mr.  Crerar,  may  I  interrupt  at  that  point,  and  say  that 
I  doubt  that  you  need  to  follow  out  your  theoretical  case,  because  Mr.  Couillard, 
I  think  is  in  a  position  to  state  that  this  question  of  the  interpretation  of  the 
article  came  up  at  Havana  and  was  discussed  with  the  United  States  delegation. 
Is  that  right,  Mr.  Couillard? 

Mr.  Couillard:  That  is  correct. 

Mr.  McKinnon:  Now,  you  had  better  follow  Senator  Crerar’s  question. 
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Hon.  Mr.  Crerar:  What  I  am  getting  at  is,  how  the  difference  can  be 
resolved. 

Hon.  Mr.  Nicol:  There  is  no  difference. 

Mr.  McKinnon:  I  think  Mr.  Couillard  can  answer  that  definitely. 

Mr.  Couillard:  The  United  States  delegation  was  satisfied,  as  were  their 
advisers  and  their  legal  officers,  with  the  interpretation  we  place  on  Article  18, 
coupled  with  an  interpretative  note  to  Article  18,  and  the  general  exceptions  to 
Chapter  iv,  namely  Article  45 — that  our  interpretation  of  those  three  provisions 
is  correct,  and  they  agreed  that  the  embargo  on  margarine  can  be  maintained. 

Hon.  Mr.  Crerar:  Well,  then,  if  the  matter  were  prosecuted  further,  is  there 
some  court  or  some  body  that  would  adjudicate  upon  that? 

Mr.  Couillard:  Yes,  sir.  I  made  slight  reference  to  the  nullification  and 
impairment  article  of  the  General  Agreement  a  moment  ago.  It  would  be 
under  that  article  that  the  United  States  would  complain  to  Canada,  in  this 
case  that  Canada’s  action  is  in  conflict  with  the  provisions  of  the  General 
Agreement,  and  that  the  United  States  as  a  result  are  suffering  a  nullification  or 
an  impairment  of  a  benefit  which  they  normally  could  claim  accrued  to  them 
under  the  agreement.  The  two  countries  would  consult,  and  if  agreement  is 
not  reached,  then  the  case  goes  before  the  contracting  parties  acting  jointly; 
the  case  is  studied;  and  the  contracting  parties  would  first  help  the  countries 
to  reach  a  Satisfactory  solution,  and  if  not  reached,  would  make  a  ruling  on 
the  case. 

Hon.  Mr.  Robertson:  By  the  “contracting  parties”  you  mean  all  twenty- 
three  countries? 

Mr.  Couillard:  No,  sir,  by  “the  contracting  parties”  I  mean  the  nine 
signatories  of  the  protocol  of  provisional  application,  acting  as  a  committee. 

Hon.  Mr.  Crerar:  Then,  supposing  they  did  not  reach  an  agreement — 
take  the  particular  case  of  the  United  States — supposing  the  United  States  felt 
Canada  was  not  living  up  to  the  agreement,  they  would  ask,  if  they  saw  fit, 
for  the  right  to  withhold  from  Canada  the  benefits  which  she  was  securing 
under  the  trade  agreements? 

Mr.  Couillard:  That  is  right,  sir. 

Hon.  Mr.  Crerar:  That  is  the  penalt}r  if  agreement  is  not  reached? 

Mr.  Couillard:  Yes,  sir. 

Hon.  Mr.  Crerar:  And  if  in  the  opinion  of  the  contracting  parties  Canada 
was  liable? 

Mr.  Couillard:  That  is  correct.  That  would  be  the  remedy  granted  the 
United  States.  The  withdrawal  of  concessions,  of  course,  would  have  to  be 
equivalent  to  the  nullification  or  impairment  suffered  by  the  United  States. 

The  Chairman:  That  w'ould  be  pretty  difficult  to  establish? 

Mr.  Couillard:  It  might  be,  sir. 

Hon.  Mr.  Nicol:  How  many  countries  were  represented  at  Havana  and 
at  Geneva? 

Mr.  Couillard:  There  were  twenty-three  countries  at  Geneva;  there  were 
fifty-eight  at  Havana. 

The  Chairman:  But  some  were  only  observers? 

Mr.  Couillard:  I  think  I  am  correct  in  saying  that  there  were  fifty-eight 
delegations  which  actively  participated  in  the  Havana  Conference. 

Hon.  Mr.  Nicol:  Is  the  new  treaty  at  Havana  completed  and  signed? 

Mr.  Couillard:  Yes.  There  are  very  few  copies  in  Canada — I  think  five — 
and  this  document  here  is  the  advance  edition  of  the  final  act,  charter  and 
related  documents. 
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Hon.  Mr.  Nicol:  The  contract  is  completed  and  signed? 

Mr.  Couillard:  The  final  act?  Yes.  The  charter  goes  now  to  national 
legislatures  for  ratification  or  otherwise. 

Hon.  Mr.  Nicol:  Was  it  signed  by  the  fifty-eight  countries? 

Mr.  Couillard:  It  was  signed  by  fifty-three  countries.  The  Argentine  did 
not  sign,  Poland  did  not  sign.  Turkey,  mostly  I  think  for  technical  reasons 
regarding  full  powers,  did  not  sign  the  final  act  at  Havana. 

Hon.  Mr.  Nicol:  You  spoke  of  countries  that  were  not  parties  to  the  con¬ 
tract  and  could  come  in? 

Mr.  Couillard:  Yes.  I  was  referring  to  countries  who  are-mot  contracting 
parties  to  the  General  Agreement  on  tariffs  and  trade. 

Hon.  Mr.  Nicol:  But  could  come  in? 

Mr.  Couillard:  Yes,  sir. 

Hon.  Mr.  Nicol:  And  get  the  benefit  of  the  contract? 

Mr.  Couillard:  That  is  correct. 

Hon.  Mr.  Nicol:  Would  Spain  be  one  of  those  countries? 

Mr.  Couillard:  Spain  was  not  invited  to  the  Plavana  conference,  sir. 

Hon.  Mr.  Nicol:  Could  they  be  one  of  the  countries  that  would  come  in? 

Mr.  Couillard:  I  think  that  a  strict  interpretation  of  the  membership  pro¬ 
visions,  article  71,  paragraph  2,  of  the  charter  would  permit  the  conference  of 
the  future  organization  to  discuss  and  possibly  to  approve  an  application  on  the 
part  of  Spain  to  become  a  party  to  the  Havana  charter.  The  question  was  not 
discussed  at  Havana,  and  I  would  personally  think  that  that  problem  would  be 
left  to  the  United  Nations. 

Hon.  Mr.  Crerar:  May  I  come  back  again  to  this  matter  of  a  possible 
dispute  between  the  United  States  and  Canada?  Take  as  an  illustration  this 
ban  on  margarine.  Now,  if  that  dispute  were  to  develop,  I  understood  you  to  say 
that  the  signatory  powers  would  sit  in  judgment? 

Mr.  Couillard:  That  is  correct. 

Hon.  Mr.  Crerar:  Nine  signatory  powers  would  sit  in  judgment.  If  they 
supported  the  United  States  point  of  view,  and  Canada  persisted,  the  United 
States  then  could  invoke  sanctions  against  Canada  in  the  way  of  withdrawing 
the  privileges  that  Canada  enjoyed  under  the  agreement,  as  far  as  the  United 
States  was  concerned? 

Mr.  Couillard:  They  could  be  authorized  to  withdraw  concessions,  or 
indeed  be  released  of  certain  obligations  towards  Canada  to  an  extent  appro¬ 
priate  and  compensatory  having  regard  to  the  nullification  or  impairment  suf¬ 
fered  by  the  United  States;  all  this  would  be  done  if  the  contracting  parties 
consider  that  the  circumstances  are  serious  enough. 

Hon.  Mr.  Crerar:  Does  the  machinery  provide  that  the  nine  other  con¬ 
tracting  parties  would  take  similar  action?  -* 

Mr.  Couillard:  That  is  not  specifically  covered.  It  would  be  a  question  to 
be  treated  on  an  ad  hoc  basis  having  regard  to  the  nature  of  the  case. 

Hon.  Mr.  Crerar:  What  I  had  in  mind  was,  the  other  nine  members  might 
say,  “Well,  Canada  has  broken  the  rules  of  the  club;  therefore  we  all  will 
jointly  take  action  against  Canada”.  Is  that  a  possibility? 

Hon.  Mr.  Nicol:  They  would  have  to  have  an  injury. 

.  Hon.  Mr.  Crerar:  I  am  assuming  for  the  moment  that  when  the  nine 
nations  sit  in  judgment  on  this  dispute  they  would  come  to  the  conclusion  that 
the  the  rules  had  been  broken. 

Hon.  Mr.  Nicol:  A  party  must  suffer  an  injury.  You  are  asking  if  the 
remedy  which  applied  to  the  United  States  would  apply  to  the  other  nine.  If  they 
do  not  suffer  an  injury  they  cannot  complain. 
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Hon.  Mr.  Crerar:  It  is  not  a  question  of  suffering  an  injury. 

Mr.  Couillard:  It  is  as  the  hon.  senator  said. 

Hon.  Mr.  Crerar:  This  is  the  point  I  want  cleared  up.  It  is  a  case  where  one 
member  of  the  club,  so  to  speak,  breaks  the  rules.  Now,  if  one  member  of  the 
club  breaks  the  rules  can  the  other  nine  members  of  the  club  say,  “Well,  you 
have  violated  the  rules  and  we  are  going  to  bring  you  to  time  on  it”?  Can  they 
do  that? 

Mr.  Couillard:  There  are  no  provisions  to  that  effect  in  either  the  Havana 
Charter  or  the  General  Agreement. 

Hon.  Mr.  Crerar:  First  he  has  got  to  break  the  rules.  The  first  question  is, 
does  he  break  them? 

Mr.  Couillard:  Before  a  country  can  bring  a  case  before  the  organization, 
either  the  conference  or  the  executive  board,  or,  in  the  case  of  the  agreement,  to 
the  contracting  parties  acting  jointly,  it  must  have  suffered  nullification  or 
impairment  of  a  benefit  which  would  normally  accrue  to  it  under  the  agreement 
or  under  the  charter;  and  any  remedy  which  may  be  approved  by  either  the 
conference  or  the  executive  board,  or  by  the  contracting  parties  must  be  appro¬ 
priate — to  use  the  terms  of  the  charter — and  compensatory.  But  first  the  country, 
as  has  been  pointed  out,  must  suffer  a  nullification  or  impairment,  and  secondly, 
the  remedy  must  be  appropriate  and  compensatory — and,  of  course,  the 
circumstances  must  be  sufficiently  serious. 

Hon.  Mr.  Crerar:  Well,  the  decision  of  the  club  is  that  the  United  States 
has,  say,  suffered  an  impairment  in  this  case,  that  they  have  suffered  an  injury. 
Now,  how  is  that  righted?  What  is  the  process  of  punishment,  or  is  there  any, 
against  the  offending  party? 

Mr.  Couillard:  An  action  which  the  contracting  parties  could  take  would 
be  to  permit  the  United  States  to  withdraw  tariff  concessions,  or  to  release  it 
from  certain  obligations  towards  the  offending  country. 

Hon.  Mr.  Crerar:  Could  the  other  members  say,  “Well,  we  will  also  with¬ 
draw  these  privileges  that  we  have  given  Canada”?  Could  they  do  that? 

Mr.  Couillard:  They  could  not  do  that. 

The  Chairman:  In  the  case  of  margarine  it  would  affect  countries  like 
the  United  States  and  possibly  Denmark  and  other  European  countries  that 
are  exporters  of  that  product. 

Hon.  Mr.  Robertson:  I  suppose  they  would  join  in  the  complaint. 

Hon.  Mr.  Kinley:  As  long  as  we  do  not  manufacture  it  ourselves  I  do  not 
think  there  should  be  any  discrimination. 

The  Chairman:  They  have  no  right  to  say  anything  as  to  what  we  ourselves 
manufacture. 

Hon.  Mr.  Kinley:  Take  our  excise  tax.  We  have  it  against  American 
automobiles  and  we  have  it  in  Canada,  so  there  is  no  discrimination. 

The  Chairman:  You  are  talking  about  manufacturing. 

Hon.  Mr.  Kinley:  I  am  talking  about  the  same  thing  you  are.  I  am 
talking  about  oleomargarine. 

The  Chairman:  This  has  only  to  do  with  the  ban  on  importation. 

Hon.  Mr.  Nicol:  Do  you  not  think  this  treaty  goes  beyond  the  single  item 
of  oleomargarine.  Oleomargarine  is  only  one  item. 

The  Chairman:  It  is  important. 

Hon.  Mr.  Nicol:  May  I  ask  a  question,  Mr.  Couillard?  When  do  you 
expect  the  treaty  to  be  put  into  force  and  executed? 

Mr.  Couillard:  The  Havana  Charter,  you  mean,  sir? 

Hon.  Mr.  Nicol:  Yes. 
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Mr.  Couillard:  The  actual  provisions  in  the  charter  regarding  entry  into 
force  are  as  follows:  From  the  date  of  the  final  act,  which  was  signed  on 
the  24th  of  March,  1948,  until  the  24th  of  March,  1949,  a  majority  of  those 
countries  who  signed  the  final  act  in  Havana  will  be  required  to  have  deposited 
their  instrument  of  acceptance  before  the  charter  can  become  operative.  If 
my  memory  serves  me  correctly  53  nations  signed  the  final  act  so  that 
27  instruments  of  acceptance  must  be  deposited  with  the  United  Nations  before 
the  charter  can  come  into  force.  That  is  for  the  first  year — 

The  Chairman:  That  is,  these  concessions  in  the  charter  do  not  go  into 
force  until  the  24th  of  March,  1949. 

Hon.  Mr.  Robertson:  On  the  point  of  ratification,  I  suppose  it  is  a  matter 
of  submitting  to  parliament  for  their  approval  what  we  have  agreed  to. 

Hon.  Mr.  Kinley:  We  have  here  a  printed  text  of  the  Geneva  agreement 
and  charter,  but  I  think  we  should  also  have  in  our  possession  a  printed  record 
of  the  changes  made  at  Havana  so  that  we  can  compare  the  two  to  see  what 
was  done.  According  to  the  press  there  were  some  important  changes  made 
so  that  nations  could  better  control  their  interior  economy.  I  think  the  press 
indicated  there  were  a  large  number  of  nations  who  were  not  willing  to  surrender 
certain  things. 

The  Chairman:  That  is  what  I  was  inquiring  about  in  the  first  place. 
I  understand  that  some  nations  wanted  escape  clauses  and  so  on.  Is  that  what 
you  mean? 

Hon.  Mr.  Kinley:  Yes.  We  should  have  the  changes  before  us  in  print. 

Hon.  Mr.  Robertson:  Parliament  at  the  moment  is  considering  the  general 
approval  of  these  tariff  agreements.  The  matters  arising  out  of  the  creation 
of  the  charter,  to  which  Mr.  Couillard  has  referred,  are  further  matters  which 
have  to  come  before  parliament  in  the  future.  Some  time  before  March  24 
the  various  signatory  countries  must  have  their  respective  parliaments  ratify 
this,  as  distinct  from  the  specific  agreements  that  were  entered  into  and  which 
went  into  force, — in  our  case  on  January  1. 

Hon.  Mr.  Kinley:  Havana  did  not  change  the  tariffs.  That  was  passed 
and  done. 

Hon.  Mr.  Robertson:  Right,  and  in  due  course  parliament  will  be  asked 
to  ratify  this. 

Hon.  Mr.  Kinley:  The  charter? 

Hon.  Mr.  Robertson:  Yes.  Whether  it  is  to  be  this  year  or  not  is  a  matter 
of  detail. 

Hon.  Mr.  Kinley:  Can  we  have  the  text  of  the  Havana  Charter  which 
supersedes  this? 

Hon.  Mr.  Robertson:  I  think  it  will  be  forthcoming  but  I  do  not  believe 
it  is  available  at  the  moment. 

Mr.  McKinnon:  It  is  being  printed  at  the  United  Nations  at  the  present 
time,  but  it  is  not  yet  available  generally. 

Hon.  Mr.  Robertson:  It  will  be  available  before  parliament  is  asked  to 
ratify  it. 

Mr.  McKinnon  :  The  charter  is  not  before  parliament. 

Hon.  Mr.  Burchill:  Could  we  have  a  situation  where  the  tariff  concessions 
and  all  that  sort  of  thing  are  approved  by  parliament  and  the  charter  not 
approved? 

Mr.  McKinnon:  Yes,  that  could  be.  The  general  agreement  is  now  up 
for  approval,  whereas  the  charter  has  not  yet  been  tabled  in  parliament. 

Hon.  Mr.  Burchill:  Is  not  the  trade  agreement  based  on  the  charter? 
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Hon.  Mr.  Crerar:  It  is  rather  the  reverse. 

Mr.  McKinnon:  Might  I  illustrate:  All  last  summer  in  Geneva  the  dele¬ 
gates  of  each  country  had  to  work  in  two  distinct  but  related  divisions.  One  group 
was  attempting  to  formulate  a  draft  charter  to  go  to  a  conference  at  Havana. 
The  other  portion  of  the  delegation,  and  this  applies  to  every  delegation,  was 
engaged  in  actual  tariff  negotiations  with  the  other  countries  represented  at 
Geneva.  Towards  the  end  of  the  summer  of  1947 — I  am  trying  to  put  this  in 
general  terms,  Mr.  Chairman,  and  as  briefly  as  I  can — it  became  obvious  that 
some  kind  of  charter  was  going  to  emerge  from  Geneva.  Perhaps  it  might  not  be 
a  perfect  one  but  at  least  it  would  be  a  draft  charter.  At  about  the  same  time  it 
became  equally  certain  that  there  were  going  to  be  successfully  completed,  more 
than  100'  tariff  negotiations.  As  the  fall  approached,  all  of  the. 23  countries  at 
Geneva,  anticipating  that  there  might  never  be  a  charter  or  fearful  as  to  what 
kind  of  charter  might  come  out  of  Havana,  decided  among  themselves  that  they 
must  get  something  at  that  time,  as  Senator  Robertson  has  said,  to  serve  as  a 
vehicle  to  carry  these  tariff  changes  that  had  been  negotiated  among  them.  So, 
from  the  draft  charter  as  it  then  stood,  they  borrowed  certain  important  clauses — 
such  as  the  one  respecting  most  favoured  nation  treatment  and  the  one  regarding 
the  method  of  valuation  for  customs  duties,  and  so  on — and  they  took  those  few 
necessary,  vital  paragraphs  out  of  the  charter,  called  them  a  General  Agreement 
— the  name  indicates  what  it  is — and  attached  the  schedule  of  tariff  changes  to 
the  General  Agreement.  That  is  what  is  now  before  the  Canadian  parliament, 
the  General  Agreement  as  it  emerged  from  the  Geneva  conference,  including  the 
appended  schedule  of  tariff  changes.  The  draft  charter  has  since  gone  to 
Havana;  it  has  been  debated  for  four  months  and  has  been  altered  to  some 
extent,  and  in  due  course  will  in  turn  come  before  the  constitutional  authorities 
of  each  of  the  53  countries  for  approval  or  rejection. 

The  Chairman:  But  the  tariff  changes  made  at  Geneva  are  not  affected  by 
the  Havana  conference? 

Mr.  McKinnon:  No;  although  they  have  to  be  formally  approved,  the 
tariff  changes  are  provisionally  in  effect  among  the  contracting  parties. 

Hon.  Mr.  Robertson:  As  I  understand  it,  in  our  case  we  enter  into  an 
agreement  subject  to  parliamentary  ratification.  In  the  case  of  the  United 
States  these  specific  concessions  before  us  were  by  the  authority  of  the  President 
in  his  negotiation  of  agreement,  and  have  to  be  ratified  by  Congress.  Our  specific 
ones  have  to  be  ratified  by  parliament  and  are  before  us  now.  When  it  homes  to 
the  business  of  the  charter  and  the  various  details  in  regard  to  what  we  may  do 
in  ratifying  it,  that  has  to  go  to  parliament  as  well  some  time  in  the  next  year. 
It  also  has  to  go  before  the  American  Congress.  In  the  case  of  the  actual  tariff 
concessions,  however,  they  were  authorized  automatically. 

The  Chairman:  Because  the  President  has  the  power  to  reduce  by  50  per 

cent. 

Hon.  Mr.  Nicol:  Is  Canada  now  trading  under  the  tariff  agreement  men¬ 
tioned  by  Mr.  McKinnon,  or  is  it  trading  on  the  specific  agreement  made  with 
different  nations? 

Mr.  McKinnon:  The  large  number  of  bilateral  agreements  worked  out  at 
Geneva  were  generalized  among  those  present  by  virtue  of  the  most  favoured 
nation  clause.  Canada  negotiated  with  the  United  States,  let  us  say  1,000  items; 
with  France,  several  hundred  items;  with  the  Arab  states,  Syria  and  Lebanon  a 
few  items ;  and  several  hundred  items  with  Benelux.  At  the  conclusion  of  the 
Geneva  conference  all  these  bilateral  agreements  were  combined  in  one  schedule, 
to  which  the  most  favoured"  nation  rule  applies.  The  reductions  in  duties  have 
been  brought  into  effect  provisionally  by  order  in  council,  and  are  being  extended 
to  all  the  countries  with  which  Canada  has  a  most  favoured  nations  agreement. 

The  Chairman:  And  they  are  in  effect  in  the  United  States? 
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Mr.  McKinnon:  Yes. 

Hon.  Mr.  Kinley:  What  about  import  restrictions?  For  instance,  we  restrict 
the  importation  of  many  articles.  We  have  a  bill  that  does  not  allow  many 
articles  to  be  imported  today.  That  means  that  so  far  as  that  bill  is  concerned 
the  treaty  does  not  apply. 

Mr.  McKinnon:  Yes,  we  have  that  arrangement  because  Canada  is  in 
balance  of  payment  difficulties;  and  any  other  country  similarly  so  placed 
could  impose  the  same  prohibitions. 

Hon.  Mr.  Kinley:  Has.  the  United  States  not  in  some  degree  restricted  the 
pro-function  of  the  trade  agreement? 

Mr.  McKinnon:  No,  but  I  think  I  know  what  you  mean,  senator.  The 
President  of  the  United  States  has  the  power  to  reduce  tariffs,  by  50  per  cent; 
if  a  rate  is  reduced  from  28  per  cent  to  14  per  cent,  the  reduction  can,  immedi¬ 
ately  become  effective,  but  United  States  customs  legislation  is  a  matter  of  law  and 
has  to  be  changed  by  Congress.  The  rates,  of  duty  themselves  do  not  have  to 
be  changed  by  Congress.  When  the  United  States  Congress  has  the  charter 
before  it — and  let  us  assume  they  approve  it;  I  do  not  know  that,  but  let  us 
assume  so — then  Congress  is  bound  to  make  changes  in  its  legislation  to 
harmonize  with  the  charter.  Might  I  say  that  if  in  due  course  Canada  approve 
the  agreement  and  the  charter,  this  country  too  will  be  bound  to  make 
consequential  changes  in  certain  existing  legislation. 

The  Chairman:  The  President,  as  I  understand  it,  has  the  authority  to 
reduce  tariff  by  50  per  cent  and  that  immediately  goes  into  force.  So,  if  a 
duty  of  28  per  cent  on  some  commodity  is  reduced  to  14  per  cent,  can  the  United 
States  President  reduce  that  another  50  per  cent  and  bring  it  down  to  7  per  cent, 
-and  so  on,  in  another  year? 

Mr.  McKinnon:  He  could  in  ensuing  negotiations,  and  it  is  not  specified 
that  any  minimum  period  of  time  shall  intervene  between  negotiations. 

The  Chairman:  If  he  wanted  to  wipe  it  out  he  could  do  so  by  a  series  of 
reductions.  He  could,  for  example,  make  a  50  per  cent  reduction  at  one  time. 

Hon.  Mr.  Crerar:  That  is,  if  his  powers  did  not  run  out. 

Mr.  McKinnon:  Quite  so;  the  presidential  powers  run  out  in  June  of  this 
year,  but  of  course  they  may  be  extended. 

Hon.  Mr.  Nicol:  Did  the  Canadian  representatives  endeavour  to  get 
larger  quotas  for  the  export  of  Canadian  goods,  such  as,  farm  products,  to 
the  United  States?  It  is  all  very  well  to  talk  about  reduction  in  duty,  but  we 
know  that  some  of  our  products  cannot  be  sent  to  the  United  States  at  all. 
What  difference  does  it  make  whether  the  tariff  on  those  products  is  reduced 
or  not?  In  the  old  days,  as  Senator  Crerar  mentioned  in  the  Senate  yesterday, 
we  shipped  large  quantities  of  milk  and  potatoes  to  the  United  States,  but  now 
there  is  a  quota,  and  it  is  so  small  that  our  exportation  amounts  to  almost 
nothing.  Did  you  make  an  effort  to  obtain  the  removal  of  those  quotas  or  an 
increase  in  them? 

Mr.  McKinnon:  In  some  cases  we  got  the  quota  removed  entirely,  sir;  for 
instance,  on  wheat  and  wheat  flour.  In  some  cases  we  got  a  substantial  increase 
in  the  quota  combined  with  a  reduction  in  the  duty. 

Hon.  Mr.  Robertson:  I  think  the  specific  products  that  Senator  Nicol  has  in 
mind  are  milk  and  cream. 

Mr.  McKinnon:  We  have  never  boasted  about  what  we  did  on  milk  and 
cream.  The  cream  quota  is  one  and  a  half  million  gallons  and  the  fresh  milk 
quota  is  three  million  gallons. 

Hon.  Mr.  Nicol:  That  is,  now? 

Mr.  McKinnon:  Yes,  sir  as  it  was  under  the  1938  agreement, 
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Hon.  Mr.  Nicol:  What  was  it  before? 

Mr.  McKinnon  :  It  is  the  same  now  as  it  was  before ;  we  got  no  increase  in  \ 
the  quota.  We  got  a  reduction  in  the  duty,  however,  on  both. 

Hon.  Mr.  Nicol:  What  is  the  good  of  that? 

Mr.  McKinnon  :  I  do  not  want  to  say  that  I  quite  agree  with  you,  sir,  but 
we  are  not  making  any  boasts  about  what  we  got  on  milk  and  cream.  We  are  1 
quite  aware  of  what  Senator  Nicol  has  in  mind,  that  the  sanitary  restrictions 
in  the  New  York  milk  shed  make  it  virtually  impossible  to  export  milk  from 
Canada.  We  made  a  great  deal  of  that,  sir;  we  raised  the  question  time  after 
time,  but  naturally  we  were  met  with  the  response  that  the  federal  authority  1 
in  respect  of  certain  things  cannot  impose  its  will  on  a  state  authority;  and 
when  we  protested  against  that  argument,  the  United  States  negotiators  replied 
that  some  of  the  Canadian  provinces  prohibit  the  exportation  of  certain  things 
which  federal  legislation  would  permit;  and  we  had  to  admit  that  that  is  the  case. 

Hon.  Mr.  Nicol:  But  that  is  not  true  to  the  same  extent  in  Canada. 

Mr.  McKinnon:  No,  not  to  the  same  extent.  In  any  event,  we  did  have 
written  into  the  agreement  the  undertaking  that  in  each  country  the  federal 
authority  would  use  its  best  offices  with  subordinate  jurisdictions  to  overcome 
such  situations. 

Hon.  Mr.  Nicol:  You  cannot  cite  five  cases  of  provincial  prohibition  against 
importation. 

Mr.  McKinnon:  Well,  five — 

Hon.  Mr.  Nicol:  I  do  not  think  you  could  cite  two.  The  provinces  may 
think  they  have  a  right  to  prevent  exportation,  but  they  have  not. 

Mr.  McKinnon:  Well,  they  are  doing  it  in  some  provinces,  sir.  For 
instance,  I  believe  that  some  provinces  have  been  and  are  prohibiting  the 
export  of  pulpwood  cut  on  Crown  lands,  and  apparently  nothing  can  be  done 
about  that  by  the  federal  government.  The  United  States  brought  up  such  a 
case  and  said,  “What  is  the  use  of  giving  you  a  reduction  in  duty  if  there  is 
a  provincial  prohibition  against  the  export?” 

The  Chairman  :  I  think  you  mentioned  that  the  Canadian  government 
agreed  to  use  its  best  offices  with  any  province  concerned  in  a  matter  of  this 
kind.  Did  the  United  States  make  a  similar  agreement? 

Mr.  McKinnon:  Yes,  Mr.  Chairman,  that  provision  is  in  the  agreement, 
signed  by  both  countries. 

The  Chairman:  What  is  the  clause? 

Mr.  McKinnon:  The  clause  says: 

Each  member  shall  take  such  reasonable  measures  as  may  be 
available  to  it  to  ensure  observance  of  the  provisions  of  this  charter  by  the 
regional  and  local  governments  and  authorities  within  its  area. 

Hon.  Mr.  Nicol:  Except  wood  cut  from  Crown  lands,  I  do  not  think  there 
is  any  product  whose  exportation  is  prohibited  by  a  province. 

Mr.  McKinnon:  That  clause  which  I  read  may  be  a  pious  hope,  but  it  was 
as  far  as  the  federal  negotiators  could  go. 

Hon.  Mr.  Nicol:  I  may  be  wrong,  but  I  have  a  feeling  that  unless  Canada 
goes  direct  to  the  United  States  and  makes  an  arrangement  between  the  two 
governments,  we  shall  get  nowhere  with  the  charter. 

The  Chairman:  But  if  we  did  that  we  would  have  to  extend  the  same 
terms  to  all  the  other  countries. 

Hon.  Mr.  Nicol:  We  have  gone  to  Geneva  and  to  Havana,  where  we  have 
carried  out  discussions  and  made  agreements,  and  I  think  that  in  the  end  those 
agreements  will  amount  to  very  little. 
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The  Chairman:  I  make  this  obvious  observation,  that  the  government  of 
Canada  would  surely  have  no  difficulty  in  persuading  Mr.  Duplessis  and  Mr. 
Drew  to  grant  any  concessions  that  the  Dominion  wished. 

Mr.  McKinnon:  You  are  a  better  authority  on  that  than  I  am,  sir. 

Hon.  Mr.  Howard:  The  province  of  Quebec  has  no  restriction  on  the  export 
of  pulpwood  to  the  United  States,  provided  the  wood  was  cut  from  land 
belonging  to  private  citizens.  The  only  restriction  is  on  wood  cut  from  Crown 
lands,  which  are  the  property  of  the  province  of  Quebec. 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  Nicol:  And  our  pulpwood  sells  for  less  in  the  United  States  than 
it  does  here.  Also,  they  are  getting  our  paper  for  $8  a  ton  cheaper  in  New  York 
now  than  I  pay  for  it  in  Quebec. 

The  Chairman:  And  oranges  are  cheaper  here  than  in  some  parts  of  the 
United  States. 

Hon.  Mr.  Robertson:  The  quota  of  one  and  a  half  million  gallons  of  cream 
and  three  million  gallons  of  milk  has  not  been  changed  since  the  Hawley-Smoot 
tariff,  and  is  about  one-third  of  the  quantity  that  we  were  shipping  in  1920.  I 
have  no  doubt  that  there  will  be  further  negotiations  with  the  United  States 
and  I  would  suggest  that  Mr.  McKinnon  use  his  best  efforts  to  have  the  present 
quota  increased  by  at  least  three  or  four  times,  and  also  to  have  the  New  York 
State  restrictions  lifted.  A  dairyman  tells  me  that  there  is  no  such  restriction 
in  the  Boston  market  and  that  he  could  get  an  excellent  price  there. 

Hon.  Mr.  Nicol:  I  think  that  suggestion  should  be  made  to  the  cabinet 
instead  of  to  Mr.  McKinnon. 

Hon.  Mr.  Robertson:  I  will  do  my  best. 

The  Chairman:  You  have  already  made  efforts  along  that  line,  have  you 
not,  Mr.  McKinnon? 

Mr.  McKinnon:  At  Geneva  Mr.  Kemp  made  strenuous  efforts  to  obtain  an 
increase  in  the  quota  as  well  as  a  reduction  in  duty.  The  duty  was  reduced  from 
56  cents  to  28  cents  in  1938,  and  at  Geneva  we  got  it  further  reduced  to  20  cents. 
We  finally  reached  the  point  where  by  pressing  unduly  we  could  very  easily  have 
put  ourselves  in  a  difficult  situation.  Supposing  the  United  States  negotiators 
had  said:  “Yes,  we  will  double  that  quota  for  you  and  we  will  also  cut  the 
duty  to  14  cents,  but  what  will  you  pay  for  it?”  I  think  we  would  have  replied: 
“We  will  not  pay  anything  at  all  for  that,  because  until  the  New  York  State 
sanitary  restrictions  are  changed  we  would  be  paying  for  a  pig  in  a  poke”. 

The  Chairman:  The  individual  states  have  control  of  the  sanitary 
regulations 

Mr.  McKinnon:  Yes,  Mr.  Chairman.  Senator  Robertson  mentioned  the 
possibility  of  further  negotiation;  of  course,  we  would  always  endeavour  to  get 
further  concessions ;  but  in  any  event  a  quota  of  three  million  gallons  of  milk  and 
of  one  and  a  half  million  gallons  of  cream  represents  a  substantial  market. 
Secondly,  the  charter  now  says  that  a  country  may  not  use  sanitary  restrictions, 
etc.,  for  protective  purposes.  We  have  never  had  that  on  paper  before,  and 
heretofore  we  could  not  challenge  anything  that  was  done  by  another  country 
on  the  grounds  of  sanitary  restrictions,  but  now  these  companies  signed  this 
agreement. 

•  The  Chairman:  Is  that  part  of  the  agreement  within  the  jurisdiction  of  the 
federal  government  in  the  United  States? 

Mr.  McKinnon:  The  federal  authority  has  signed  this. 

The  Chairman  :  Can  the  federal  authority  override  the  wishes  of  individual 
states? 
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Mr.  McKinnon:  We  are  relying  on  this:  When  the  charter  is  approved 
by  both  countries  we  can,  if  our  people  so  desire,  contend  before  the  federal 
authority  in  the  United  States  that  sanitary  restrictions  are  in  fact  being  used 
as  a  hidden  protective  device,  and  the  federal  authority  would  be  bound  to 
listen  to  the  argument.  We  would  have  considerably  stronger  ground  for 
raising  that  point  now  that  we  have  this  undertaking  on  paper. 

The  Chairman:  But  could  the  federal  authority  override  the  wishes  of  an 
individual  state? 

Mr.  McKinnon:  I  do  not  know,  Mr.  Chairman;  that  will  be  their  problem. 
We  should  have  to  attempt  to  prove  that  certain  sanitary  restrictions  are  being 
maintained  for  protective  purposes;  we  could  submit  that  our  people  are  quite 
willing  to  have  inspectors  from  across  the  border  come  here  and  inspect  our 
establishments,  or,  as  was  done  before,  to  have  our  own  inspectors  do  the  work, 
on  the  understanding  that  their  certificate  would  be  acceptable  to  the  United 
States  , authorities.  I  think  that  if  at  that  time  Canada  should  indicate  that  it 
is  willing  to  go  more  than  half  way  in  meeting  this  particular  problem,  the  other 
country  might  be  in  some  difficulty  in  maintaining  an  absolute  prohibition, 
whether  because  of  state  regulations  or  anything  else.  However,  I  am  not  a 
lawyer. 

Hon.  Mr.  Nicol:  Mr.  McKinnon,  you  were  at  Geneva  and  you  knew  that 
this  country,  with  twelve  million  people,  was  buying  twice  as  much  from  the 
United  States,  with  its  one  hundred  and  forty  million  people,  as  they  buy  from 
us.  Will  it  be  possible  through  the  Havana  conference  to  have  this  situation 
changed,  so  that  the  trade  will  be  proportionate  to  the  respective  populations? 

Mr.  McKinnon:  We  consistently  argued  at  Geneva  that  it  was  in  the 
United  States  interests  to  reduce  their  duties  without  getting  anything  in 
return,  as  a  great  creditor  country.  The  only  way  in  which  the  rest  of  the 
world  could  trade  would  be  if  the  United  States  were  prepared  to  take  goods. 
We  pressed  that  point  repeatedly  and  I  say  without  reservation  that  I  think 
we  so  argued  our  case  that  we  got  very  substantial  concessions  not  only  in 
the  United  States  but  in  other  countries. 

Hon.  Mr.  Robertson:  Without  giving  any? 

Mr.  McKinnon:  I  do  not  say  that  we  gave  little;  but  I  do  think  we  gave 
in  return  less  than  had  been  expected  when  we  left  for  Geneva. 

The  Chairman:  There  has  been  no  protest  throughout  Canada. 

Mr.  McKinnon:  I  have  not  heard  any  protests. 

Hon.  Mr.  Robertson:  The  newspapers  would  not  put  it  down  as  free  trade. 

Hon.  Mr.  Burchill:  Mr.  McKinnon,  you  mentioned  3,000,000  gallons  of 
milk,  which  is  a  fairly  substantial  quantity  under  present  circumstances — 

Mr.  McKinnon:  Yes. 

Hon.  Mr.  Burchill:  Do  you  actually  know  what  quantity  Canada  is 
getting  through  to  the  United  States  at  the  present  time? 

Mr.  McKinnon:  I  would  think  it  is  a  trickle,  practically  nothing. 

Hon.  Mr.  Burchill:  They  are  not  even  taking  advantage  of  the  present 
quota? 

Mr.  McKinnon:  That  is  right. 

Hon.  Mr.  Rdbertson:  The  Canadian  Government  will  not  let  the  milk 
go  to  the  United  States.  It  is  not  the  fault  of  the  Americans.  One  dairyman 
remarked  to  me  recently  that  he  could  sell  milk  in  the  United  States  for  twice 
as  much  as  he  is  getting  in  Canada,  if  the  Canadian  Government  would  let  him 
do  so.  The  same  restrictions  apply  to  meat  and  many  other  things. 

Hon.  Mr.  Crerar:  It  certainly  applies  to  oats  and  barley. 
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Hon.  Mr.  Nicol:  We  live  thirty  miles  from  the  American  border,  and  a 
few  years  ago  we  were  selling  milk  at  $2  when  twenty  miles  from  us  they 
were  paying  $5  for  it.  The  result  was  that  the  Americans  were  at  our  doors 
trying  to  buy  our  milk.  They  could  buy  a  milch  cow  for  $300  or  $400  and 
pay  for  it  within  eight  months,  and  then  they  would  have  the  cow  and  the 
calf  for  nothing. 

The  Chairman:  They  are  doing  it  yet. 

Hon.  Mr.  Nicol:  That  is  so.  I  can  show  you  in  the  Eastern  Township 
newpspapers  where  there  are  as  many  as  twenty  to  twenty-five  public  sales 
per  week;  and  they  are  at  our  door  all  the  time  trying  to  get  our  cattle. 

Hon,.  Mr.  Crerar:  The  same  'condition  prevails  in  the  Wininpeg  district. 

Hon.  Mr.  Robertson  :  While  I  would,  be  pleased  to  do  anything  I  could  with 
the  government,  may  I  say  that  I  think  we  have  the  best  negotiators  in  the 
world.  I  personally  made  a  criticism  to  Mr.  McKinnon,  because  I,  as  a  low 
tariff  man,  did  not  think  he  gave  away  enough  under  the  trade  agreement.  I 
should  like  to  see  tariffs  made  lower  on  some  items,  but  that  is  my  Nova  Scotian 
attitude.  He  quite  properly  said  to  me,  “It  is  not  my  duty  to  give  away;  there 
will  be  further  negotiations.”  I  think  that  Is  quite  a  correct  position  to  take. 
It  seems  to  me  this  matter  has  great  possibilities  in  view  of  the  ever-increasing 
population  in  the  United  States  and  the  fact  that  her  production  is  dropping 
off  on  foodstuffs.  Canada  is  in  an  excellent  position,  when  conditions  become 
a  little  more  normal  to  take  an  active  part  in  this  field  when  the  government 
of  which  I  am  a  member  feels  in  a  position,  to  remove  the  restrictions. 

Hon.  Mr.  Nicol:  I  may  be  wrong,  but  I  think  the  ambassador  at  Washington 
should  lay  down  certain  rules  to  some  of  these  fellows  and  get  concessions.  The 
United  States  get  90  to  95  per  cent  of  our  newsprint,  and  what  do  we  get  in 
return? 

The  Chairman:  We  get  dollars. 

Hon.  Mr.  Nicol:  We  get  dollars  and  then  we  spend  them  over  there  two 
to  one. 

The  Chairman:  Not  now. 

Hon.  Mr.  McLean:  Sometimes  we  do  not  set  a  very  good  example.  The 
same  , argument  might  be  used  by  Newfoundland,  who  spends  forty  to  forty-five 
million  dollars  here,  and  we  spend  seven  or  eight  million  dollars  there;  still 
we  put  an  embargo  on  one  of  her  leading  products.  In  that  way  we  are  not 
setting  a  very  good  example  ourselves. 

Hon.  Mr.  Nicol:  I  believe  you  have  reference  to  margarine.  I  don’t  think 
it  is  Newfoundland’s  leading  product. 

Hon.  Mr.  McLean:  I  said  one  of  the  products. 

The  Chairman:  I  suggest  that  Mr.  Couillard  be  permitted  to  continue,  if 
he  has  something  further  to  give  us. 

Mr.  Couillard:  There  were  two  additional  changes  to  the  existing  text 
of  G.A.T.T.,  which  were  agreed  to  in  Havana.  If  you  will  permit  me  before 
I  go  on,  sir,  I  should  like  to  complete  my  answer  to  Senator  Nicol  concerning 
the  entry  into  force  of  the  charter. 

In  the  first  year  we  need  a  majority  of  the  signatories  to  the  Havana  Final 
Act  to  bring  the  charter  into  force.  After  the  first  year  only  twenty  countries 
who  have  ratified  and  accepted  the  charter  can  bring  it  into  force.  If  on  the 
30th  of  September,  1949,  the  charter  has  not  at  that  time  entered  into  force' 
then  the  Secretary-General  of  the  United  Nations  will  call  together  those 
countries  who  have  accepted  the  charter  to  decide  whether  and  on  what  condition 
they  wish'  to  bring  the  charter  into  force.  Now,  the  use  of  the  outside  date 
30th  of  September,  1949,  in  the  charter  is,  I  think,  indicative  of  the  fact  that 
it  is  not  expected  that  the  charter  will  enter  into  force  before  the  summer, 
possibly  the  late  summer,  of  1949. 
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Returning  now  to  G.A.T.T.,  Mr.  Chairman.  All  my  remarks  have  been 
directed  to  the  actual  changes  agreed  to  in  the  existing  text  of  the  general 
agreement.  The  other  two  changes  I  referred  to  are:  first,  a  protocol  providing 
for  the  supersession,  on  January  1,  1949,  of  article  XIV  of  the  agreement  by  | 
article  23  of  the  Havana  charter.  All  23  countries  parties  to  the  agreement 
signed  this  protocol.  Article  23  is  the  article  dealing  with  the  exceptions  to  the 
rule  of  non-discrimination  on  the  use  of  quantitative  restrictions  for  balance  of 
payments  difficulties.  It  is  a  highly  complex  article,  and  I  do  not  profess  to  be 
an  expert  on  its  subject  matter. 

The  second  change:  At  Havana  there  was  a  declaration  signed  by  eighteen 
of  the  twenty-three  countries,  to  the  effect  that  they  would  not  invoke  a  clause 
of  the  general  agreement  which  gave  them  the  right  to  object  to  the  super- 
session  of  any  provisions  of  the  general  agreement  as  they  now  exist,  by  the 
corresponding  provisions  of  the  Havana  charter.  That  was  necessary  because 
the  general  agreement  as  you  know,  is  an  integral  part,  or  will  become  so,  of  the 
Havana  charter  under  article  17.  Therefore,  the  forty  or  forty-five  odd  countries 
who  are  not  contracting  parties  were  quite  anxious,  before  signing  the  final-  act 
of  the  Havana  charter  and  before  presenting  the  Havana  charter  to  their  govern¬ 
ment  or  parliament  for  ratification,  to  know  exactly  what  provisions  the  general 
agreement  would  contain.  In  other  words,  it  was  feared  that  contracting  parties 
might  oppose  the  supersession  of  certain  articles- — for  instance,  the  Latin 
American  countries  were  particularly  anxious  for  the  eventual  supersession  of 
an  article  on  economic  development;  if  they  could  not  be  given  some  guarantee 
that  that  article  would  be  superseded  by  the  corresponding  provisions  of  the 
Havana  charter,  it  is  very  doubtful  that  we  would  have  obtained  53  signatures 
out  of  a  possible  56  or  58,  The  declaration  was  considered  to  be  sufficient 
guarantee  to  those  countries  that  such  supersession  would  take  place.  The 
pertinent  part  of  the  declaration  reads  as  follows:  those  eighteen  countries: 

declare  that  they  will  not  lodge  any  such  objection  to  the  suspension  and 
supersession  of  paragraphs  1  and  2  of  Article  I  and  Part  II  of  the  General 
Agreement  on  Tariffs  and  Trade. 

A  fourth  and  last  protocol  was  signed  in  this  case  by  the  23  countries 
signatories  to  the  Geneva  final  act.  It  was  a  protocol  of  rectifications  to.  the 
schedule  of  the  general  agreement.  The  vast  majority,  almost  all  rectifications, 
were  of  a  typographical  character. 

Mr.  Chairman,  those  in  broad  outline  are  the  main  changes,  put  into  effect 
or  provided  for  to  the  text  of  the  general  agreement,  namely  four  protocols  and 
one  declaration,  which  I  have  to  bring  before  this  committee. 

The  Chairman:  Do  any  members  wish  to  ask  .any  questions? 

Hon.  Mr.  Nicol:  I  should  like,  Mr.  Chairman,  to  ask  Mr.  McKinnon  a 
question.  It  was  stated  that  we  are  not  shipping  any  milk  or  cream  to  the  United 
States  at  the  present  time  in  any  amount.  Are  we  shipping  canned  milk  and 
powdered  milk  to  the  United  States? 

Mr.  McKinnon:  Mr.  Kemp  will  answer  that  question. 

Mr.  Kemp:  We  are  exporting  a  good  deal  of  it,  but  I  do  not  know  what  the 
total  is  at  the  present  moment. 

Hon.  Mr.  Nicol:  Because  at  the  present  time  in  our  part  of  the  country 
most  of  the  milk  is  going  to  firms  which  turn  it  into  canned  milk  or  evaporated 
milk  or  powdered  milk.  Now  that  amounts  to  thousands  of  thousands  of  pounds. 
If  we  are  shipping  those  to  the  United  States,  and  the  government  allows  it, 
that  is  the  cheapest  kind  of  milk  to  export.  Now,  why  should  the  government  or 
anybody  prevent  us  from  shipping  five-dollar  milk  and  allow  us  to  ship  two-and- 
a-half-dollar  milk? 
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Mr.  McKinnon:  Well,  of  course,  that  relates  to  a  matter  of  domestic 
policy  with  which  I  had  nothing  to  do.  At  Geneva  we  were  negotiating  on  the 
basis  of  ordinary  normal  conditions. 

Hon.  Mr.  Nicol:  I  do  not  want  to  embarrass  you,  but  I  wondered  if  you 
knew  that  this  powdered  milk  was  being  exported? 

Mr.  McKinnon:  While  Mr.  Kemp  is  looking  up  these  figures,  I  might  say 
that  we  have  the  figures  for  concentrated  milk  powder,  dried  powdered  milk,  and 
whole  milk  powder,  for  the  various  countries,  but  just  what  percentage  of  the 
outward  movement  at  the  moment  is  going  to  the  United  States  I  would  not 
care  to  say. 

Mr.  Kemp:  I  have  here  figures  'for  the  1946  calendar  yeiar.  Our  exports 
of  condensed  milk,  unsweetened,  to  the  United  States  in  that  year  were  worth 
$57,000.  Dried  powdered  milk,  there  were  no  exports  to  speak  of;  the  powdered 
milk  was  less  than  $50,000. 

Hon.  Mr.  Nicol:  That  answers  my  question. 

Mr.  McKinnon:  It  is  mostly  going,  as  Senator  Howard  says,  to  other 
countries  than  the  United  States. 

The  Chairman:  Having  concluded  our  questioning  of  the  witnesses,  and 
before  we  proceed  with  the  draft  report  that  is  before  me  here  for  your  con¬ 
sideration,  I  think  I  voice  the  feeling  of  the  members  of  the  committee  when 
I  say  that  we  owe  the  thanks  of  the  committee  to  these  gentlemen, — Mr.  McKin¬ 
non,  Mr.  Couillard,  Mr.  Reisman  and  Mr.  Kemp — for  an  excellent  job  well 
done.  I  think  they  are  a  credit  to  themselves  and  a  credit  to  Canada  for  the 
work  they  have  done  at  Geneva  and  Havana. 

Hon.  Mr.  McLean:  I  think  we  have  very  courageous  and  efficient  nego¬ 
tiators. 

Mr.  McKinnon:  I  should  say  on  behalf  of  the  officials  that  it  has  been 
a  great  pleasure  to  appear  before  this  committee.  It  has  been  a  source  of 
information  to  us  and,  as  far  as  I  am  concerned,  of  inspiration  to  myself. 
The  free  and  easy  manner  in  which  the  proceedings  are  conducted,  by  direct 
question  and  answer,  has  been  very  agreeable,  and  we  have  been  very  much 
helped. 

The  Chairman  :  Thank  you  very  much. 

The  committee  then  proceeded  to  consider  the  content  of  its  report. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee  be 
instructed  and  empowered  to  consider  and  report  upon  how,  in  their  opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or 
individuals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the. 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate  ” 
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Wednesday,  March  25,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators:  McLean,  Chairman,  Bishop,  Buchanan, 
Crerar,  Davies,  Duffus,  Euler,  Haig,  Howard,  Kinley,  McDonald,  Petten,  Pirie, 
Robertson,  Turgeon  and  Vaillancourt. — 16. 

The  Committee  proceeded  to  the  consideration  of  the  order  of  reference 
of  February  26,  1953. 

Dr.  A.  M.  Landsberger,  Economic  Consultant  of  the  Quebec  Board  of 
Trade  in  foreign  trade  matters,  was  heard. 

On  motion  of  the  Honourable  Senator  Crerar,  it  was  resolved  to  report 
as  follows: 

The  Committee  recommend  that  it  be  authorized  to  print  800  copies 
in  English  and  200  copies  in  French  of  its  proceedings  in  respect  to  the 
inquiry  into  what,  in  their  opinion,  might  be  the  most  practical  steps  to 
further  implement  Article  2  of  the  North  Atlantic  Treaty,  and  that  Rule  100 
be  suspended  in  relation  to  the  said  printing. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  12.15  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

John  A.  Hinds, 

Assistant  Chief  Clerk  of  Committees. 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Wednesday,  March  25,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries 
of  the  free  word,  met  this  day  at  10:30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  I  will  now  call  the  committee  to 
order.  As  honourable  senators  know,  this  is  the  first  meeting  of  our  committee 
since  reference  was  made  to  us  of  a  resolution  introduced  in  the  Senate  on 
February  12  and  after  considerable  debate  was  passed,  and  referred  to  us  on 
February  26.  For  the  benefit  of  all  I  will  now  read  the  resolution. 

Hon.  Mr.  Beaubien:  Take  it  as  read. 

Hon.  Mr.  McGuire:  I  think  the  resolution  should  be  read.  If  we  are 
working  on  something,  we  want  to  know  what  it  is. 

The  Chairman:  This  is  the  resolution: 

That  the  Standing  Committee  on  Canadian  Trade  Relations  be  em¬ 
powered  to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories 
to  that  document  agreed  that — -“They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That,  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically 
between  the  countries  who  are  signatories  to  the  North  Atlantic 
Treaty,  can  be  co-ordinated  with  the  trade  policies  of  other  coun¬ 
tries  of  the  free  world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty 
whereby  “The  Parties  agree  that  an  armed  attack  against  one  or 
more  of  them  in  Europe  or  North  America  shall  be  considered  an 
attack  against  them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry, 
labour,  trade,  finance  and  consumers,  to  present  their  views,  and  that  the 
Committee  also  be  empowered  to  hear  representations  from  business  inter¬ 
ests  or  individuals  from  any  of  the  NATO  countries  who  might  wish  to  be 
heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of 
the  enquiry. 
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Honourable  senators,  we  have  with  us  today  Dr.  Alfred  M.  Landsberger, 
Economic  Consultant  for  the  Quebec  Board  of  Trade,  who  is  to  present  a  brief 
on  behalf  of  that  important  organization.  I  should  first  like  to  read  a  letter 
addressed  to  myself  from  the  Quebec  Board  of  Trade,  reading  as  follows: 

This  Board  is  very  glad  indeed  to  see  that  you  have  taken  the 
initiative  and  that  you  and  your  committee  will  study  ways  and  means 
for  improving  economic  collaboration  between  NATO  nations. 

We  wish  to  assure  you  of  our  co-operation  in  this  matter  at  all 
times  as  much  as  we  can. 

Dr.  Alfred  M.  Landsberger,  our  economic  consultant,  on  whose  advice 
we  act  in  matters  concerning  international  trade  will  represent  this 
Board  of  Trade  before  your  committee  and  explain  what  practical  steps, 
in  your  opinion,  should  be  taken  for  a  solution  of  this  problem. 

Sincerely  yours, 

THE  QUEBEC  BOARD  OF  TRADE, 

Roger  Vezina, 

General  Manager. 

I  will  now  call  on  Dr.  Landsberger. 

Dr.  Alfred  M.  Landsberger:  Honourable  Senator  McLean,  Hon.  Senators, 
members  of  this  Committee.  I  consider  it  a  great  honour  to  have  the  oppor¬ 
tunity  to  appear  before  this  committee  and  to  state  our  opinion  on  the 
important  problem  now  being  investigated  by  this  committee. 

In  a  letter  to  Senator  Robertson  after  his  speech  in  the  Senate  of  December 
last,  in  which  he  advocated  efforts  to  improve  economic  relations  between 
the  NATO  nations,  the  Quebec  Board  of  Trade  stated  that  in  its  opinion 
improvement  of  economic  co-operation  between  nations  of  the  free  world  is 
one  of  the  most  urgent  economic  tasks  of  our  time;  and  that  representatives 
of  this  Board  of  Trade  would  be  glad  to  appear  before  the  Senate  Committee 
and  explain  how  in  our  opinion  the  NATO  nations  can  improve  their  economic 
co-operation. 

We  are  very  glad  indeed  that  Senator  McLean  has  taken  the  initiative, 
and  that  this  matter  will  be  examined  by  the  Senate’s  Standing  Committee  on 
Canadian  Trade  Relations. 

The  Quebec  Chamber  of  Commerce  has  been  working  on  this  problem 
for  some  time.  As  a  member  of  the  Canadian  Chamber  of  Commerce,  the 
Quebec  Board  of  Trade  has  suggested,  in  accordance  with  my  advice  to  the 
Canadian  Chamber  of  Commerce  about  a  year  ago,  that  they  should  study  in 
co-operation  with  the  Canadian  government  and  interested  organizations  of 
business  men  of  other  countries,  the  possibilities  for  the  improvement  of 
international  collaboration  as  a  means  of  improving  economic  conditions 
throughout  the  free  world.  At  the  same  time,  the  Quebec  Board  of  Trade 
submitted  a  proposal  to  the  Canadian  Chamber  of  Commerce  concerning  the 
first  step  we  believe  is  a  prerequisite  for  a  solution  of  the  problem. 

The  suggestion  of  the  Quebec  Board  of  Trade  was  made  available,  through 
the  Canadian  Chamber  of  Commerce,  to  the  members  of  the  Canadian  Dele¬ 
gation  in  advance  of  the  Commonwealth  Economic  Conference.  We  had  the 
satisfaction  to  see,  from  the  final  communique  issued  by  the  conference,  that 
an  international  plan  on  the  lines  as  suggested  by  the  Quebec  Board  of  Trade 
had  been  adopted  by  the  British  Commonwealth  of  Nations.  However,  the 
specific  steps  for  putting  this  plan  into  practice  are  not  stated  in  the  com¬ 
munique.  Everything  depends  on  whether  the  international  co-operation  will 
be  adequate  for  the  purpose.  The  Quebec  Board  of  Trade  has  therefore 
submitted  further  suggestions  which  are  being  studied  by  the  Foreign  Trade 
Committee  of  the  Canadian  Chamber  of  Commerce. 
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Permit  me  first,  honourable  senators,  to  explain  how  we  suggest  to  tackle 
the  problem  of  improving  international  economic  collaboration  between  all 
the  democratic  nations  outside  of  the  Iron  Curtain.  Afterwards  I  shall  com¬ 
ment  on  the  problem  of  adequate  co-operation  between  NATO  members. 

Allow  me  to  go  into  the  matter  more  deeply  in  order  to  prove  the 
importance  of  the  problem  and  the  urgency  of  its  solution,  and  because  I  should 
like  to  build  up  as  secure  a  foundation  as  possible  for  a  basic  solution. 

A  country  alone  cannot  achieve  highest  possible  living  standards  within 
the  shortest  possible  time.  Foreign  goods  and  services,  as  well  as  foreign  loans 
and  investments,  are  needed.  This  is  an  established  fact;  I  need  not  prove  it 
further.  Economic  relations  between  nations  are  therefore  not  a  luxury  but 
are  essential.  Economic  isolationism  is  not  a  sound  policy.  Consequently, 
since  we  must  have  international  economic  relations,  it  is  of  paramount  impor¬ 
tance  for  the  western  world  that  economic  relations  between  free  nations  are 
carried  on  on  a  sound  basis. 

A  proposal  concerned  with  the  improvement  of  international  economic 
co-operation  must  first  of  all  satisfy  one  basic  requirement.  The  suggested 
method  of  co-operation  must  create  conditions  stimulating  private  initiative 
in  the  sphere  of  foreign  trade  and  investment.  In  a  private  enterprise  system, 
the  driving  power  behind  all  economic  progress  is  the  initiative  of  the  private 
enterprise.  If  this  initiative  is  hampered  it  is  impossible  for  the  economic 
system  to  function  properly. 

When  we  examine  today’s  situation  of  private  enterprise  in  the  sphere 
of  foreign  trade  and  investment  we  certainly  cannot  say  that  it  is  satisfactory. 
Private  business  encounters  many  difficulties.  Foreign  capital  investment  is 
generally  impossible  for  private  enterprise,  due  to  the  risks  concerning  with¬ 
drawal  of  capital  and  profits  in  most  of  the  countries.  It  is  extremely  difficult 
for  the  business  man  to  develop  external  markets,  due  to  the  unstable 
conditions  caused  by  the  continuous  economic  emergencies.  A  basically 
unfavourable  climate  prevails  everywhere  for  foreign  business. 

The  consequences  of  this  situation  appear  clearly  in  over-all  economic 
conditions  of  the  western  world.  Economic  development  in  areas  with  low 
living  standards  is  unsatisfactory.  This  is  a  serious  economic  defect,  because 
economic  development  provides  the  greatest  possibilities  for  an  increase  in 
demand.  Besides,  this  deficiency  creates  political  problems  of  the  most  serious 
nature.  Unsatisfactory  •  living  conditions  are  an  important  reason  for  people 
to  follow  Communist  ideas.  Due  to  the  obstructions  and  restrictions  private 
enterprise  is  confronted  with  today,  international  business  is  unsatisfactory 
everywhere.  Economic  expansion  and  progress  is  retarded  more  or  less  in 
most  countries. 

When  examining  the  government  policies  and  measures  which  create  this 
unfavourable  climate  for  private  initiative  in  the  field  of  foreign  trade  and 
investment,  we  find  that  most  of  the  controls  and  restrictions  have  the  task  of 
preventing  balance-of-payment  difficulties. 

This  leads  us  to  the  basic  principle  by  which  all  international  economic 
intercourse  is  governed.  International  trade  is  a  two-way  affair. 

If  a  country  wishes  to  have  foreign  goods  or  services  it  must  be  able  and 
ready  to  pay  for  them  ultimately  with  exports  of  goods  or  services.  Dividends 
and  interest  derived  from  investments  on  loans  made  in  foreign  countries  must 
be  included  as  appropriate  payment  for  imports.  On  the  other  hand,  a  nation 
which  has  used  foreign  loans  and  investments  can  pay  the  interest  and  dividends 
and  make  repayment  of  the  loans  and  investments  only  with  exports.  A  country 
cannot  cover  an  import  deficit  indefinitely  with  loans  or  investments  received 
from  the  other  countries. 

Hon.  Mr.  Haig:  Mr.  Chairman,  some  of  us  feel  that  we  know  this  story 
as  well  as  my  friend  does.  Let  him  tell  us  how  these  conditions  can  be  cured. 
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Take  Iran,  for  instance:  let  him  tell  us  what  the  British  could  have  done  in  Iran 
that  they  have  not  done  and  how  trading  can  be  resumed.  Then,  the  United 
States  made  a  deal  at  Geneva,  but  they  are  not  carrying  it  out. 

The  Chairman:  I  think,  if  we  have  a  little  patience,  Dr.  Landsberger  will 
come  to  that. 

Hon.  Mr.  Haig:  He  is  giving  us  a  philosophy  which  all  of  us  know.  At 
least  I  think  we  do:  private  enterprise.  But  what  follows?  How  am  I,  as  a 
private  Canadian  citizen,  to  be  encouraged  to  put  money  into  Iran? 

The  Chairman:  Iran  is  not  a  NATO  country. 

Hon.  Mr.  Haig:  What  incentive  have  I  to  put  my  money  into,  say  India? 
I  want  to  get  my  money  back,  so  therefore  I  won’t  put  it  in. 

Hon.  Mr.  McDonald:  Mr.  Chairman,  let  us  hear  the  witness. 

Hon.  Mr.  Kinley:  Let  him  lay  the  foundation. 

Dr.  Landsberger:  I  am  building  up  to  that;  and  in  order  to  show  how  one 
can  do  it  I  thought  first,  since  I  have  not  the  chance  to.  appear  here  every  week, 
I  had  better  build  it  up  from  scratch. 

Hon.  Mr.  Euler:  You  are  coming  to  your  remedy  a  little  later,  after 
explaining  the  conditions. 

Dr.  Landsberger:  Yes,  but  based  on  principles  which  sometimes  are 
apparently  not  recognized,  but  are  the  basis  for  the  conclusions.  I  want  to  build 
up  to  these  things.  Within  fifteen  or  twenty  minutes  you  will  have  what  we 
think  should  be  done  in  order  that  the  objective  of  foreign  investment  can  be 
achieved. 

Hon.  Mr.  Horner:  Go  ahead. 

Dr.  Landsberger:  I  was  just  saying  that  the  best  interest  of  a  nation  which 
wishes  to  export  goods  or  services  requires  that  its  exports  are  covered,  ulti¬ 
mately,  by  imports.  Some  nations  apparently,  Senator,  do  not  know  this;  or, 
if  they  know  they  do  not  act  accordingly.  The  attempt  to  balance  a  persistent 
export  surplus  constantly  by  giving  loans  to  or  making  investments  in  foreign 
countries  must  ultimately  lead  to  trouble.  Only  under  extraordinary  circum¬ 
stances  are  gifts  of  goods  and  services  made  to  other  countries  in  one  way  or 
the  other  justified  economically.  This  applies  to  both  the  giving  and  the 
receiving  nations. 

No  country  can,  in  the  long  run,  escape  the  adverse  consequences  if  it 
does  not  act  in  accordance  with  the  principle  that  foreign  trade  is  a  two-way 
affair. 

The  international  trade  of  a  nation  does  not  flow  smoothly  in  both  directions 
by  itself.  A  nation  constitutes  an  economic  unit  distinct  from  others.  This 
fact  creates  problems  for  international  economic  competition.  There  are 
different  economic  conditions  in  the  different  countries,  due  to  differences  in 
economic  structure,  economic  resources,  and  stage  of  economic  development, 
due  to  different  political  institutions  and  policies  pursued,  and  due  to  other 
reasons.  These  differences  cannot  be  changed  easily.  Some  cannot  be  changed 
at  all.  This  fact  creates  problems  for  international  competitiveness. 

Furthermore,  changes  in  the  economic  situation  of  nations  may  disturb 
the  flow  of  trade. 

International  trading  relations  may,  therefore,  cause  balance-of-payment 
problems.  They  may  affect  internal  economic  stability.  Now  the  problem  is  to 
find  the  best  way  for  preventing  ill-effects  and  to  derive  the  greatest  advantage 
for  national  and  international  economic  conditions  from  trading  relations 
between  nations.  I  have  mentioned  the  reasons  why  settlement  of  these  prob¬ 
lems  cannot  be  left  to  itself.  Nor  can  they  be  solved  by  the  individual  busi¬ 
nessman.  These  are  problems  of  national  and  international  interest  which  can 
only  be  tackled  by  government. 
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From  the  adverse  consequences  on  private  initiative  and  on  economic  con¬ 
ditions  which  I  described  before  it  is  manifest  that  the  present  governmental 
measures  for  solving  the  economic  problems  arising  from  international  eco¬ 
nomic  contacts  are  not  adequate.  It  will  help  to  find  a  better  way  for  coping 
with  these  problems  if  one  examines  their  nature  and  traces  the  difficulties 
back  to  their  origin.  Surely,  many  problems  and  difficulties  can  be  solved  only 
by  taking  appropriate  internal  action.  The  own  house  must  be  put  in  order. 
However,  usually  the  problems  are  of  an  international  nature.  That  is,  the 
reasons  for  them  do  not  originate  solely  in  the  country  in  trouble  but  partly  or 
even  wholly  outside.  These  problems  cannot  be  solved  in  the  best  way  without 
international  co-operation. 

I  already  mentioned  that  all  these  problems,  directly  or  indirectly,  and 
more  or  less,  concern  the  balance  of  payments  of  a  country.  Today,  we  do  not 
have  adequate  international  collaboration  in  balance-of-payment  matters.  This 
is,  then,  a  serious  defect  of  the  economic  organization  of  the  free  world.  As 
nations  pursue,  today,  an  attitude  of  non-co-operation  or  indifference  in  balance- 
of-payment  problems  governments  have  to  cope  with  these  problems  alone. 
If  a  government  has  to  struggle  against  disturbances  from  outside  alone  with¬ 
out  the  cooperation  of  other  governments  the  most  effective  method  is  direct 
control  over  foreign  transactions.  In  most  cases  this  direct  control  will  result 
in  restrictions  destructive  of  trade  and  detrimental  to  the  efforts  of  private 
business  to  develop  foreign  markets.  Governments  have,  today,  no  other  way 
although  they  are  aware  of  the  adverse  consequences  for  economic  conditions. 

The  existing  instruments  of  international  economic  co-operation,  the 
General  Agreement  on  Tariffs  and  Trade  and  the  International  Monetary  Fund, 
reflect  clearly  this  attitude  of  nations  in  balance-of-payment  problems.  None 
of  the  two  instruments  contains  adequate  rules  concerning  international  col¬ 
laboration  in  balance-of-payment  problems.  The  devices  in  GATT  and  IMF 
for  facilitating  adjustments  are,  as  experience  proves,  inadequate.  As  a  con¬ 
sequence,  GATT  and  IMF  must  accept  the  restrictive  controls  considered 
detrimental  to  our  economic  system  by  everybody  as  legitimate  measures. 

An  attempt  of  inducing  governments  to  abolish  today’s  commercial  policies 
and  restrictive  controls  detrimental  to  private  initiative  and  to  economic  con¬ 
ditions  can  only  succeed  if  the  suggested  substitute  measures  will  safeguard 
external  equilibrium  against  foreign  disturbances  as  well  as  the  present 
measures  do.  Otherwise  governments  will  not  give  up  the  present  measures. 
In  other  words,  whoever  wishes  freer  trade  should  not  try  to  achieve  this 
goal  by  merely  asking  government  to  remove  the  present  restrictions.  This  is 
a  useless  attempt  as  experience  shows. 

If  this  analysis  is  correct  the  solution  is  an  adequate  system  of  cooperation 
between  nations  in  balance-of-payment  matters. 

As  I  mentioned  at  the  beginning,  achievement  of  highest  levels  of  economic 
prosperity,  of  adequate  development  and  progress  all  over  the  free  world 
requires  international  cooperation.  Cooperation  in  balance-of-payment  matters  - 
is  the  foundation  for  this  collaboration.  Without  an  agreement  on  adequate 
rules  for  the  behaviour  of  nations  in  balance-of-payment  matters  no  effective 
international  economic  cooperation  can  be  established. 

In  the  following  I  shall  name  some  of  the  main  tasks  of  an  agreement 
concerning  international  co-operation  in  balance-of-payment  matters. 

(1)  The  obligations  of  governments  must  be  determined  concerning  avoid¬ 
ance  of  disequilibrium  in  the  economy  of  other  nations. 

(2)  The  responsibilities  of  governments  must  be  defined  concerning  the 
maintenance  of  an  equal  flow  of  their  own  exports  and  imports  of  goods  and 
services. 

(3)  The  role  which  foreign  loans  and  investments  have  in  international 
economic  relations  and,  specifically,  in  trading  relations  must  be  determined. 
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The  obligations  and  rights  of  governments  in  this  respect  particularly  in 
connection  with  the  repayment  of  foreign  loans  and  withdrawal  of  foreign 
investments  and  with  payments  of  dividends  and  interest  to  foreigners  must 
be  determined. 

(4)  The  agreement  must  make  sure  that  governments  in  fulfilling  their 
obligations  choose  as  much  as  possible  their  policies  and  measures  in  harmony 
with  other  governments  so  that  the  best  results  are  achieved. 

(5)  The  agreement  must  contain  a  clause  to  the  effect  that  a  government 
is  entitled  to  carry  out  its  obligations  arising  from  this  agreement  in  harmony 
with  its  internal  economic  policies. 

(6)  The  agreement  should  provide  for  an  international  permanently 
functioning  body  of  experts  which  has  the  task  to  watch  developments  and  to 
make  recommendations  as  a  basis  for  consultation  between  the  governments 
of  signatories. 

I  would  like  to  remark  here  that  the  existing  instruments  of  international 
economic  co-operation  like  the  International  Monetary  Fund  would  have  much 
more  important  functions  than  today  when  properly  adapted  to  the  suggested 
system  of  co-operation  in  balance-of-payment  matters. 

To  plead  for  international  co-operation  in  balance-of-payment  matters  is 
not  to  plead  for  charity.  It  is  the  best  business  proposition  of  our  time.  The 
task  of  keeping  a  country’s  international  trade  flowing  in  both  directions 
concerns  all  nations.  Financial  crises  arising  from  external  disequilibrium  of 
a  country  affect  adversely  all  nations.  It  is  in  their  own  interest  that  they 
avoid  any  action  which  may  cause  such  difficulties.  Once  it  has  been  accepted 
by  the  nations  of  the  free  world  that  maintenance  of  national  external 
equilibrium  is  a  matter  of  international  concern,  it  will  not  be  difficult  for 
them  to  establish  an  adequate  system  of  co-operation  in  balance-of-payment 
matters  and  to  agree  on  rules  to  follow  in  the  solution  of  the  problems  involved. 

Just  a  few  words  about  the  beneficial  consequences  of  such  international 
economic  co-operation  for  economic  conditions  of  the  free  world. 

The  establishment  of  definite  rules  to  be  followed  by  all  nations  in  matters 
concerning  the  maintenance  of  an  appropriate  external  equilibrium  for  each 
country  will  render  it  unnecessary  for  them  to  resort  to  the  direct  controls  they 
employ  for  this  purpose  at  present.  Adequate  international  co-operation  will 
make  smooth  and  satisfactory  adjustments  in  the  national  economy  possible. 
Expansion  of  exchange  of  goods  and  services  between  nations  will  become  a 
most  attractive  business  proposition  for  the  domestic  producer.  Consequently, 
he  will  support  his  government  in  all  efforts  to  open  up  the  national  economy 
as  much  as  possible  for  world-economic  intercourse.  This  will  help  to  remove 
many  measures  harmful  to  private  initiative  the  justification  of  which,  today, 
is,  mainly,  the  difficult  situation  of  international  trade.  Straightening  out  of 
imbalances  in  an  expanding  way  will  be  easier  than  today  because  this  will  be 
possible  on  a  multilateral  basis  comprising  the  entire  free  world.  Today,  these 
problems  are  complicated  because  equilibrium  must  be  sought  between  a  limited 
number  of  countries,  frequently  even  between  two.  Co-operation  in  balance- 
of-payment  matters  will  help  to  eliminate  financial  difficulties  resulting  from 
the  withdrawal  of  foreign  capital  and  profits.  It  is  mainly,  these  financial 
difficulties  which,  today,  force  countries  to  prohibit  such  withdrawals.  As  a 
result,  private  enterprise  will  again  be  a  major  factor  in  the  development  of 
underdeveloped  areas  and  of  resources  in  general.  Then  you  will  see  what 
progress  economic  development  will  make  throughout  the  free  world.  The 
resulting  large  increase  of  demand  will  help  to  overcome  many  of  today’s 
seemingly  insurmountable  difficulties  caused  by  the  pressure  of  national 
interests  for  protection  against  foreign  competition. 

Effective  international  co-operation  in  balance-of-payment  matters  does 
not  require  interference  with  policies  concerning  domestic  matters.  The 
primary  aims  of  such  co-operation  can  be  brought  into  harmony  with  domestic 
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policies  for  maintaining  internal  stability  and  full  employment.  In  fact,  smooth 
and  satisfactory  adjustments  of  foreign  disturbances  are  a  primary  task  of  this 
co-operation.  It  must  be  left  to  each  individual  country  to  decide,  e.g.,  what 
restrictions  to  abolish  and  when  to  abolish  them.  If  a  country,  e.g.,  wishes 
smaller  international  trade  and  more  protection  of  the  domestic  economy,  it 
must  be  free  to  decide  this  course.  However,  as  I  have  explained,  it  can  safely 
be  assumed  that  an  adequate  system  of  co-operation  in  balance-of-payment 
matters  will  lead  to  a  considerable  improvement  of  trading  relations  between 
nations.  They  will  therefore,  generally,  not  find  it  advantageous  to  decide 
such  a  course. 

Naturally,  there  will  always  be  economic  conflicts  between  nations. 
Differences  of  economic  conditions  between  the  various  countries  will  always 
create  problems.  However,  there  cannot  be  any  doubt.  International  conflicts 
and  problems  can  be  solved  more  easily  if  countries  work  systematically 
together  on  their  solution. 

The  conclusion  of  my  analysis  is  then:  Any  attempt  to,  fundamentally, 
improve  economic  co-operation  between  the  democratic  nations  of  the  free  world 
must  start  with  systematic  collaboration  in  balance-of-payment  matters. 
Nations  must  agree  on  adequate  rules  for  this  collaboration. 

Before  I  comment  on  the  problems  concerning  improvement  of  economic 
collaboration  between  NATO  nations  I  should  like  to  demonstrate  on  two 
examples  the  value  of  systematic  international  co-operation  in  balance-of- 
payment  matters. 

First  example:  The  U.S.A.  are  constantly  urged  to  increase  her  imports. 
Many  say  that  all  the  economic  difficulties  of  the  free  world  would  be  eliminated 
if  the  problem  of  dollar  shortage  was  solved.  It  is  only  natural  to  ask  an 
export-surplus  country  to  import  more.  However,  under  present  conditions, 
it  is  not  at  all  sure  that  advantages  for  the  U.S.A.  economy  would  result  from 
an  increase  of  her  imports.  Today,  the  U.S.A.  will  consider  it  more  advanta¬ 
geous  to  preserve  as  much  as  possible,  the  home  market  for  the  domestic 
producers.  Besides,  the  increase  of  imports  is  not  only  a  matter  of  govern¬ 
mental  action  of  the  country  that  is  asked  to  increase  its  imports.  The  U.S.A., 
as  well  as  any  other  export-surplus  country,  will  probably  ask,  today:  What 
about  the  own  share  of  countries  wishing  to  increase  their  exports  in  helping 
to  make  the  products  of  their  economies  more  competitive?  What  is  the 
exporter  himself  doing  in  this  respect?  What  about  the  restrictions  against 
imports  in  other  countries?  One  should  also  consider  that  the  world  economic 
conditions  influence  greatly  the  economic  situation  of  individual  countries. 
Without  a  change  of  these  underlying  conditions  the  pattern  of  international 
trade  cannot  be  fundamentally  changed.  But  let  us  assume  for  a  moment  that 
U.S.A.  exports  and  imports  were  straightened  out.  Governments  of  other 
countries  could  still  not  remove  their  controls  for  two  reasons.  Firstly,  they 
do  not  know,  today,  without  any  definite  policies  of  the  U.S.A.  in  this  respect, 
how  long  such  equilibrium  will  last.  As  no  other  country  has  committed  itself 
to  such  definite  policies  it  cannot  be  expected  from  the  U.S.A.  that  she  will 
commit  herself.  Secondly,  the  other  existing  balance-of-payment  problems, 
besides  the  dollar-shortage,  can  be  solved  without  adequate  co-operation,  only 
through  direct  controls. 

No,  this  is  a  piecemeal  approach  which  can,  surely,  not  solve  the  dollar 
shortage  as  satisfactorily  as  if  nations  work  together  systematically  on  their 
balance-of-payment  problems.  Moreover,  I  wish  to  state  here  that  a  solution 
of  the  dollar-shortage  problem  does  not  solve  all  today’s  international  economic 
problems  of  the  free  world.  There  are  numerous  difficulties  in  this  sphere 
which  have  other  reasons.  They  can  be  solved  best  and  fundamentally  only 
through  an  adequate  system  of  international  economic  co-operation. 

The  suggestion  of  the  Quebec  Board  of  Trade  to  solve  the  dollar-shortage 
problem  may  not  be  in  line  with  the  usual  ideas.  However,  my  statement 
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should  not  be  misunderstood.  Although,  in  our  opinion,  no  satisfactory  results 
can  come  from  merely  asking  the  U.S.A.  to  increase  her  imports  as  long  as 
international  economic  relations  are  not  changed  fundamentally,  it  is,  of  course, 
in  principle,  a  suggestion  in  the  right  direction.  As  such  it  draws  the  attention 
of  the  American  public  to  one  of  the  most  serious  problems  the  nations  of  the 
free  world  are  confronted  with  today  for  which  a  basic  solution  must  be  found. 
Thus,  it  will  help  the  U.S.A.  Government  to  obtain  support  from  the  American 
public  in  any  effort  to  introduce  adequate  foreign  economic  policies.  U.S.A. 
leadership  is  of  the  greatest  importance  for  the  adoption  of  an  adequate  system 
of  co-operation  in  balance-of-payment  matters  by  nations  of  the  free  world. 

Second  example:  The  problem  of  free  convertibility  of  the  pound  sterling 
occupied  an  important  place  in  the  discussions  of  the  British  Commonwealth 
Prime  Ministers  at  the  Commonwealth  Economic  Conference  last  December. 
The  final  communique  contained  an  international  plan  outlined  basically  only 
according  to  which  convertibility  of  the  pound  was,  apparently,  sought  as  part 
of  a  world-wide  arrangement  aiming  at  a  fundamental  solution  of  the  problem 
of  convertibility  for  currencies  of  all  free  nations  and  requiring  systematic 
international  co-operation.  This  is,  in  our  opinion,  the  best  way  to  solve  the 
problem. 

The  joint  communique  issued  in  Washington  on  March  7  by  the  repre¬ 
sentatives  of  the  U.S.A.  and  the  United  Kingdom  after  their  economic  discus¬ 
sions  leaves  the  impression  that  this  course  will  be  continued.  As  in  the 
communique  of  the  British  Commonwealth  Economic  Conference,  improvement 
of  economic  conditions  of  the  free  world  is,  apparently,  aimed  at  through 
concerted  international  action. 

However,  although  some  of  the — and  I  quote  here  from  the  communique 
— “essential  elements  of  a  workable  and  productive  economic  system  within 
the  free  world”  are  mentioned,  the  measures  through  which  the  desired  con¬ 
ditions  are  to  be  reached  have,  apparently,  not  yet  been  determined.  Anyway 
I  cannot  see  anything  in  the  public  statements  which  would  indicate  the 
intention  to  take  the  absolutely  necessary  first  step,  namely  to  write  the  rules 
for  international  co-operation  in  balance-of-payment  matters  as  a  basis  for 
the  measures  to  be  taken.  Clearly,  success  or  failure  of  the  plan  depend  on 
the  methods  chosen  for  tackling  the  problems.  The  Bretton  Woods  Agree¬ 
ments,  e.g.,  have  the  same  objectives  as  the  present  economic  talks  between  the 
two  governments.  However,  these  objectives  have  not  been  reached  because 
of  the  inadequate  means  devised  by  the  signatories  of  the  Bretton  Woods 
Agreements. 

Whatever  will  become  of  this  plan,  we  wish  to  state  here  that,  in  our 
opinion,  (1)  it  would  be  much  more  difficult  to  make  the  pound  convertible, 
on  a  lasting  basis,  if  the  problem  of  convertibility  was  not  solved  fundamentally 
for  all  currencies,  which  latter  is  possible  only  through  adequate  international 
co-operation  in  balance-of-payment  matters;  and  (2)  even  the  support  of  the 
pound  by  a  nation  economically  so  important  as  the  U.S.A.  would  not  be  an 
appropriate  substitute  for  systematic  international  co-operation  in  balance-of- 
payment  matters  when  attempting  to  solve  the  problem  of  convertibility  of 
the  pound  sterling  on  a  lasting  basis. 

Now,  some  comments  how,  in  our  opinion,  economic  co-operation  between 
NATO  nations  can  be  improved  and  how  a  project  of  economic  co-operation 
between  NATO  nations  can  be  co-ordinated  with  the  trade  policies  of  other 
countries  of  the  free  world. 

Economic  conditions  of  NATO  members  are  governed  by  the  same 
principles  as  those  of  other  nations  of  the  free  world.  NATO  members  are 
confronted  with  the  same  economic  problems.  These  problems  must  be  solved 
in  the  same  way  as  those  of  the  other  nations.  Therefore,  in  accordance  with 
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the  foregoing  analysis  and  conclusion,  the  task  of  improving  economic  rela¬ 
tions  of  NATO  nations  should  be  started  with  an  attempt  to  bring  about 
adequate  co-operation  between  them  in  balance-of-payment  matters. 

International  economic  problems  can  usually  be  solved  best  if  all  nations 
having  mutual  economic  relations  co-operate  in  their  solution.  Some  problems 
would  then  arise  if  the  principle  of  multilateral  balancing  of  trade  were 
limited  to  NATO  nations  instead  to  all  nations  outside  the  Iron  Curtain. 

However,  there  are  at  least  two  reasons  why  an  attempt  to  bring  about 
an  improvement  of  economic  collaboration  between  all  nations  outside  the  Iron 
Curtain  should  begin  with  an  attempt  to  bring  NATO  nations  together  for  this 
purpose.  Firstly,  NATO  members  are,  by  far,  the  most  important  trading 
nations  of  the  free  world.  Once  NATO  nations  have  agreed  on  a  system  of 
economic  co-operation  the  rest  of  the  free  world  cannot  stay  outside.  Secondly, 
economic  strength  of  NATO  nations  will  strengthen  NATO’s  military  alliance. 
Thus,  economic  strength  of  NATO  nations  may  help  to  stop  aggression  and  to 
avoid  war.  NATO  nations  should  be  especially  interested  in  finding  ways  for 
efficient  economic  co-operation. 

Consequently,  I  conclude:  an  attempt  to  improve  economic  relations  be¬ 
tween  democratic  nations  as  a  means  to  achieve  and  maintain  prosperous 
economic  conditions  throughout  the  free  world  has  a  very  good  chance  to  succeed 
by,  first,  attempting  to  bring  about  adequate  co-operation  between  NATO 
nations  in  balance-of-payment  matters. 

The  problem  of  how  to  improve  economic  co-operation  between  free 
nations  is  of  great  importance  and  its  solution  is  very  urgent.  The  enemy  will 
not  attack  unless  he  believes  that  he  will  win.  One  way  to  strengthen  his 
position  is  to  draw  more  and  more  countries  to  his  side.  Each  country  going 
over  to  Communism  weakens  our  position  and  brings  war  closer.  In  peace-time 
serious  economic  troubles  and  low  living  standards  help  those  who  work 
against  democratic  institutions.  Adequate  economic  co-operation  between  free 
nations  is  a  prerequisite  for  satisfactory  living  conditions  of  their  peoples. 

Free  nations,  increasingly,  realize,  today,  that  their  present  economic 
co-operation  is  inadequate  and  that,  in  view  of  the  serious  world  situation,  a 
fundamental  solution  is  urgently  required.  I  am  convinced  that  if  Canada 
submitted  a  proposal  for  a  solution  it  would  be  received  enthusiastically  by 
all  free  nations.  The  free  world  is  waiting  for  a  solution. 

Thank  you  very  much,  Senator  McLean  and  honourable  senators,  for  the 
patience  you  have  shown  in  listening  to  my  statement.  We  shall  be  very  glad 
to  co-operate  with  this  committee,  if  you  are  further  interested  in  our  opinion. 

The  Chairman:  Do  any  honourable  senators  have  questions  to  ask  of 
Dr.  Landsberger? 

Hon.  Mr.  Euler:  If  I  followed  the  doctor’s  argument,  his  remedy  is  based 
almost  entirely  on  the  arrangement  of  some  method  for  the  balance  of  payments 
between  countries. 

Dr.  Landsberger:  Yes,  as  a  starting  point. 

Hon.  Mr.  Euler:  Would  that  not  be  conditional  upon  the  establishing  of 
convertibility? 

Dr.  Landsberger:  Senator,  it  is  just  the  other  way  around,  in  our  opinion. 
We  can  achieve  convertibility  of  currencies  on  a  lasting  basis  only  after  we 
have  agreed  on  satisfactory  rules  for  co-operation  in  balance  of  trade  problems. 
Without  such  an  agreement  we  cannot  fundamentally  resolve  the  problem  of 
convertibility  because,  for  instance  you  may  have  today  external  equilibrium 
but  you  will  not  know  whether  tomorrow  you  will  have  that  equilibrium. 
Under  these  circumstances,  I,  as  a  statesman  of  a  country,  would  be  very  unwise 
to  give  up  my  direct  controls;  but  adequate  rules  for  the  co-operation  in  balance 
of  payment  matters  will  assure  orderliness  in  this  sphere  on  a  long  term  basis 
and  will  help  that  governments  can  abandon  the  present  controls. 
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Hon.  Mr.  Euler:  But  being  realistic,  how  will  you  bring  about  this  co¬ 
operation  between  the  various  countries  for  the  balance  of  payments?  What  is 
your  way  of  doing  that? 

Dr.  Landsberger:  Everybody  says  today  that  foreign  trade  is  a  two-way 
affair. 

Hon.  Mr.  Euler:  Yes. 

Dr.  Landsberger:  Mr.  Butler  stated  just  yesterday,  in  a  discussion  with 
the  OEEC  members  five  or  six  points — you  may  have  seen  it — which  have  the 
same  aim  namely  to  straighten  out  balances.  What  the  United  States  and  every 
other  country  is  striving  at, — the  European  Payments  Union,  and  the  Com¬ 
monwealth  Economic  Conference,  etc. — is  aimed  at  one  thing,  the  removing 
of  the  disorder  in  international  trading  relations.  Now,  I  ask  myself,  how  can 
one  best  remove  the  disorder?  I  say  that  all  these  attempts  neglect  the  first  step, 
which  is  to  write  basic  rules.  Following  that,  one  can  start  with  all  these 
measures.  If  it  is  generally  admitted  that  foreign  trade  is  a  two-way  affair, 
that  exports  must  be  covered  finally  by  imports,  then  let  us  write  down  this 
as  a  rule  first.  When  countries  agree  at  the  conference  table,  that  they  will 
do  their  best  to  translate  this  principle  into  action,  you  will  then  see  how  much 
more  easy  it  will  be  than  today  to  achieve  equilibrium. 

Hon.  Mr.  Euler:  Tell  us  what,  in  your  opinion,  these  rules  should  be? 

Dr.  Landsberger:  Well,  I  have  just  named  6  of  the  main  tasks  in  my 
testimony.  No.  1,  responsibilities  of  governments  must  be  defined  concerning 
the  maintenance  of  an  equal  flow  of  their  own  exports  and  imports. 

Hon.  Mr.  Euler:  How  will  you  bring  that  about? 

Dr.  Landsberger:  Well,  Senator,  there  is  no  magic  formula  for  that.  We 
have  dozens,  indeed  hundreds  of  problems  which  must  be  coped  with,  each 
individually.  But  I  repeat  that  so  long  as  there  are  nations  who  do  not  see  the 
importance  of  working  together  the  solution  of  these  problems  will  be  much 
more  difficult.  If  we  can  get  them  together  they  will  solve  these  difficult 
problems  together,  and  that  will  be  easier  than  under  today’s  conditions,  where 
there  are  no  rules  for  guidance. 

Hon.  Mr.  Euler:  Your  idea  would  be  to  get  them  together  and  discuss  the 
whole  thing  and  arrive  at  some  solution? 

Dr.  Landsberger:  Not  for  a  specific  problem.  Basically,  we  have  first  to 
decide  how  we  shall  behave  in  balance-of-payment  matters.  First  we  must 
get  nations  to  accept  that  foreign  trade  is  a  two-way  affair.  Many  nations 
do  not  act  accordingly  today. 

Hon.  Mr.  Haig:  The  United  States  have  arrived  at  just  such  agreements, 
and  now  they  refuse  to  carry  them  out.  What  are  we  to  do?  They  have  cut 
our  cheese  and  milk  exports.  They  agreed  they  would  not  do  it,  but  now  they 
are  doing  it.  What  do  you  suggest  we  should  do? 

Dr.  Landsberger:  The  only  thing  is,  first,  to  get  them  to  accept  this  prin¬ 
ciple  which  everybody  says  is  the  only  right  one. 

Hon.  Mr.  Haig:  Everybody  but  the  fellow  who  is  going  to  get  caught  by  it. 
The  United  States  is  a  country  which  does  not  need  to  import  anything  except 
raw  materials. 

Dr.  Landsberger:  Well,  Senator,  — 

Hon.  Mr.  Haig:  Just  a  moment.  They  do  not  put  this  principle  of  yours 
into  practice.  All  the  concessions  they  give  are  for  one  purpose  and  one 
purpose  only.  They  are  afraid  of  war,  and  they  have  got  to  take  enough 
imports  from  other  countries  to  get  them  going  so  they  will  be  ready  to  fight 
for  them  in  the  event  of  war.  Whether  you  like  it  or  not,  that  is  the  situation. 
Why  should  a  Canadian,  who  works  forty  hours  a  week,  have  to  admit  goods 
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from  Germany,  where  they  work  sixty  hours  a  week?  Maybe  we  should  do  it, 

•  but  our  people  are  not  going  to  do  it  so  long  as  they  can  carry  on  without 
doing  it.  You  can  put  that  in  your  pipe  and  smoke  it. 

Dr.  Landsberger:  May  I  answer  this  point  now? 

Hon.  Mr.  Crerar:  Mr.  Chairman,  — 

Hon.  Mr.  Haig:  Wait  a  minute.  ...  I  want  to  ask  the  witness  a  question, 
the  question  I  asked  at  the  start.  What,  under  these  circumstances,  are  you 
going  to  do?  The  British  government  and  British  investors  spent  large  sums 
of  money  in  Iran  under  a  contract  to  take  out  oil.  The  Iran  government  said 
“Nothing  doing,  you  can’t  take  it  out.”  What  are  you  going  to  do?  How  are 
you  going  to  get  people  to  invest  money  in  Indo-China  under  existing  con¬ 
ditions?  Remember,  we  loaned  the  Chinese  many  millions  of  dollars;  we  also 
made  large  loans  to  France  and  Italy.  None  of  these  countries  is  paying  us 
back;  some  are  giving  us  blocked  currency  which  we  can  spend  only  in  their 
countries;  we  cannot  convert  it  into  dollars.  That  is  the  situation  which  exists 
more  or  less  everywhere.  I  should  like  to  know  how  you  propose  to  solve  it. 
I  know  your  theory  that  we  cannot  sell  to  other  countries  unless  we  buy  from 
them.  Any  twelve-year-old  school  boy  knows  that.  But  what  I  should  like 
to  know  is,  how  you  are  going  to  get  the  United  States  to  cut  down  its  standard 
of  living  in  order  to  take  goods  from  these  other  countries. 

Dr.  Landsberger:  Senator,  I  mentioned  something  in  this  connection  in 
my  statement.  I  said,  if  you  ask  for  such  measures  from  the  United  States 
today  the  reply  will  be  very  unsatisfactory.  But  if  we  can  get  the  nations 
together  to  work  out  their  balance  of  payment  problems  there  is  a  chance  of 
creating  more  production, — 

Hon.  Mr.  Haig:  Not  if  I  know  the  Yankees. 

Dr.  Landsberger:  There  will  be  more  economic  development,  and  then 
the  U.S.A.  will  be  able  to  act  in  the  right  direction. 

Hon.  Mr.  Euler:  I  think  I  like  that  idea  of  getting  together.  The  only 
thing  that  more  or  less  concerns  us  now  is  that  the  nations — many  more  than 
those  which  are  members  of  NATO — got  together  at  Geneva,  at  Havana,  and 
finally  at  Torquay,  and  they  were  supposed  to  solve  certain  international  trade 
problems  by  the  removal  of  restrictions  and  agreements  not  to  have  exclusive 
tariffs.  But  all  this  has  not  been  carried  out.  Can  it  be'  hoped  that  in  any 
future  conference  we  would  have  more  success?  Is  that  your  idea? 

Dr.  Landsberger:  If  you  look  at  the  regulations  laid  down  in  the  Monetary 
Fund,  you  will  find  that  they  reflect  an  unsatisfactory  attitude  of  nations,  in 
respect  of  the  most  important  problem,  that  trade  is  a  two-way  affair.  If  you 
have  insufficient  or  unsatisfactory  co-operation  in  that  point,  the  means  you 
devise — the  Monetary  Fund,  GATT,  etc. — must  be  unsatisfactory.  That  is  how 
I  would  answer  that  point.  First,  they  must  have  a  clear  mind  on  what  they 
basically  have  to  agree  upon.  Then,  I  say,  it  will  be  possible  to  devise 
adequate  measures  and  methods.  If  they  do  not  agree  to  co-operate  on  the 
principle  that  foreign  trade  is  a  two-way  affair,  the  means  which  they  decide 
upon  will  always  be  insufficient,  as  the  means  embodied  in  the  Monetary  Fund 
show. 

Hon.  Mr.  Euler:  You  will  agree  that  the  vital  factor  in  all  this  is  really 
the  United  States? 

Dr.  Landsberger:  May  I  again  say,  it  is  true  the  United  States  is  econo¬ 
mically  the  most  important  country  of  the  free  world. 

Therefore,  as  I  have  said  in  my  statement,  it  is  most  important  that  the 
United  States  assume  the  leadership  in  solving  the  numerous  balance-of- 
payment  problems  besides  the  dollar  shortage. 


70951—2 


18 


STANDING  COMMITTEE 


Hon.  Mr.  Euler:  I  am  in  sympathy  with  your  ideas,  but  I  still  say  that 
unless  you  have  the  United  States  participating  wholeheartedly  in  any  pro¬ 
posed  scheme,  you  are  not  likely  to  make  a  success  of  it.  I  am  doubtful  if  you 
can  get  them  to  go  into  such  a  scheme  wholeheartedly  because  so  far  they 
have  not  played  the  game  with  us. 

Dr.  Landsberger:  It  is  my  contention  that  you  will  not  get  anywhere  if 
you  go  to  the  United  States  and  ask  them  to  increase  imports.  I  do  not  think 
that  would  do  any  good.  The  United  States  could  not  do  that  even  if  they 
wanted  to,  because  the  underlying  conditions  must  be  changed. 

As  the  present  methods  have  proved  to  lead  nowhere  and  the  problem 
is  pressing  it  is  my  hope  that  the  U.S.A.  will  assume  the  leadership  in  finding 
better  methods. 

Hon.  Mr.  Beaubien:  With  respect  to  the  economic  phases  of  the  NATO 
agreement,  would  the  signatory  countries  to  this  agreement  have  to  establish 
certain  principles  and  work  from  there  on?  Have  they  been  doing  this?  Could 
you  deal  with  that  a  little  bit? 

Dr.  Landsberger:  As  I  said,  I  feel  it  is  wise  to  start  with  the  NATO 
nations  because  they  are  closely  associated  militarily.  They  begin  by  getting 
together  and  writing  down  the  basic  rules  for  co-operation  in  balance-of- 
payment  matters.  Then  when  the  rules  are  written  they  can  devise  certain 
measures. 

Hon.  Mr.  Beaubien:  Are  you  of  the  belief  that  the  countries  belonging 
to  NATO,  should  bring  about  a  certain  set  of  rules  which  they  have  not 
got  today? 

Dr.  Landsberger:  Yes,  they  have  not  got  such  rules  at  present. 

Hon.  Mr.  Beaubien:  And  when  those  rules  are  accepted  and  established 
you  are  of  the  opinion  that  the  countries  belonging  to  NATO  will  have  a 
great  deal  more  economic  co-operation? 

Dr.  Landsberger:  After  agreement  on  these  rules  they  will  devise  the 
measures  to  translate  the  rules  into  action.  The  other  countries  of  the  free 
world  will  not  be  able  to  stay  outside. 

Hon.  Mr.  Beaubien:  You  believe  these  rules  should  be  established  first 
by  the  countries  that  belong  to  NATO? 

Dr.  Landsberger:  I  think  agreement  between  NATO  nations  would  be  a 
good  start. 

Hon.  Mr.  Horner:  I  should  like  to  apologize  for  the  lack  of  patience  on  the 
part  of  some  honourable  senators. 

Hon.  Mr.  Haig:  Do  not  worry  about  that. 

Hon.  Mr.  Horner:  I  should  like  to  assure  the  doctor  that  when  I  attempt 
to  talk  bluntly  and  briefly  about  these  matters  some  people  do  not  like  it 
Mr.  Chairman,  you  set  up  this  committee  to  get  information  and  you  have  a 
real  expert  before  you.  He  has  presented  a  fine  paper.  I  should  like  to  ask 
him  if  he  has  made  any  study  of  what  happened  as  a  result  of  the  Bretton 
Woods  agreement.  What  does  the  doctor  think  of  that? 

Dr.  Landsberger:  I  made  a  short  remark  on  that  point  too.  I  said  that 
since  adequate  rules  for  behaviour  of  nations  in  balance-of-payment  matters, 
were  not  agreed  upon  at  that  time,  the  means  devised  are  inadequate. 

Hon.  Mr.  Horner:  I  agree  with  your  emphasis  on  the  establishment  of 
some  agreement  on  a  permanent  basis.  I  believe  you  pointed  out  in  your  paper 
the  fear  that  the  United  States  has  that  conditions  might  vary  in  a  year  or  so. 
Any  trade  agreement  will  have  to  be  reached  on  some  permanent  basis. 

Dr.  Landsberger:  That  is  the  only  solution.  I  may  compare  today’s  way 
to  solve  the  difficulties  with  an  open  wound,  which  appears  on  the  surface 
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as  a  result  of  a  basic  sickness.  It  is  no  use  to  patch  it  up.  If  you  go  to  the 
United  States  because  there  is  a  dollar  shortage  and  you  say  “All  right,  import 
more”,  this  can,  in  my  opinion,  not  lead  anywhere. 

Hon.  Mr.  Burchill:  Let  us  discuss  the  rules  a  little  bit  more.  Supposing 
the  NATO  nations  were  gathered  together  and  they  were  going  to  discuss 
these  rules.  I  should  imagine  the  approach  would  be,  a§  you  have  indicated, 
to  establish  a  balance  of  imports  and  exports  for  every  country.  That  would 
be  the  basis  for  it,  would  it  not?  Now,  in  order  to  work  that  out,  would  not 
the  governments  have  to  step  in  with  some  measure  of  control  over  imports 
and  exports? 

Dr.  Landsberger:  This  is  a  very  important  point,  and  here  is  the  change 
which  I  think  will  be  achieved  by  that  co-operation.  At  the  present  time, 
in  order  to  keep  that  balance  and  not  have  internal  troubles,  foreign  exchange 
troubles,  and  so  on,  a  government  must  get  hold  of  foreign  transactions  through 
direct  control. 

Hon.  Mr.  Burchill:  Then  you  are  going  to  have  government  control  enter 
into  the  picture. 

Dr.  Landsberger:  If  I  want  to  get  rid  of  this  control  and  I  ask  myself 
how  can  I  do  it?  My  answer  is  through  co-operation  between  governments 
in  the  end  indirect  policies  will  be  sufficient,  and  there  will  be  no  longer  any 
need  for  direct  controls.  This  is  what  I  should  like  to  see  achieved  through 
co-operation.  Adequate  financial,  monetary,  or  fiscal  policies,  suitable  exchange 
rates  and  other  measures  of  co-operation  will  achieve  the  aim  which  now  only 
direct  controls  can  achieve. 

Hon.  Mr.  Crerar:  I  should  like  to  ask  the  doctor  a  question.  I  may  say 
before  I  ask  it  that  I  think  he  has  given  a  very  clear  analysis  of  the  whole 
problem  affecting  the  world  today  in  an  economic  sense. 

I  will  try  and  speak  in  a  tone  of  voice  tfrat  I  can  be  heard.  Let  me  repeat, 
I  think  the  analysis  given  by  the  doctor  is  a  very  clear  analysis  of  the  whole 
problem.  It  is,  briefly,  that  if  you  are  to  restore  the  equilibrium  of  the  world 
on  the  balance  of  payments,  a  prerequisite  is  free  trading  between  the  nations. 

Hon.  Mr.  Haig:  He  did  not  say  that. 

Hon.  Mr.  Crerar:  Now,  when  it  comes  to  industrial  problems,  is  the 
program  not  mainly  a  political  problem?  That  is  the  question  I  wish  to  ask  the 
doctor.  For  instance,  if  the  NATO  countries  got  together  their  governments 
and  said,  “Well,  now  we  can  help  to  solve  this  problem  by  the  removal  of  tariffs 
among  our  group  of  nations;  we  can  help  to  solve  it  by  the  establishing  of 
confidence  and  by  permitting  the  free  movement  of  capital  for  investment.” 
And  we  might  add  one  other  thing,  perhaps,  “by  permitting  the  free  movement 
of  peoples.”  Now,  in  order  to  achieve  that,  is  the  problem  not  a  political 
problem  largely?  If  the  United  States  goes  to  such  a  conference  and  agrees 
to  a  program  such  as  I  have  just  mentioned,  could  they  carry  that  politically  in 
their  own  country?  If  our  Canadian  government  did,  could  we  carry  it 
politically  in  Canada?  If,  for  instance,  the  Canadian  government  today 
proposes  to  remove  the  tariff  on  British  textiles  coming  into  Canada — remove 
it  entirely,  that  would  largely'  stimulate  the  importation  of  British  textiles  into 
Canada,  and  through  that  means  Britain  would  find  a  way  of  buying  our  wheat 
and  timber  and  the  other  things  she  buys  from  us.  But  the  difficulty  there, 
and  I  do  not  think  the  doctor  can  offer  a  solution  for  it,  is  mainly  a  political 
problem,  as  I  see  it,  that  is,  to  convince  the  people  of  each  of  these  countries 
that  this  is  a  necessary  and  desirable  thing  to  do. 

Hon.  Mr.  Davies:  Would  that  not  ruin  the  textile  industry  in  this  country, 
Mr.  Chairman. 

Dr.  Landsberger:  May  I  answer? 
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The  Chairman:  Yes.  ' 

Dr.  Landsberger:  Honourable  senator,  you  said  it  leads  to  free  trading. 

Hon.  Mr.  Crerar:  No,  I  did  not;  you  misunderstood  me. 

Hon.  Mr.  Haig:  You  said  that. 

Hon.  Mr.  Crerar:  I  said  if  that  happened,  would  that  add  in  finding  a 
solution  for  the  problem. 

Dr.  Landsberger:  Well,  of  course,  what  we  are  trying  to  do  is  to  give  the 
private  business  man  a  freer  hand.  But  it  does  not  mean  that  we  want  the 
governments  just  to  remove  the  barriers.  The  national  interests  must  always 
be  safeguarded.  If  governments  agreed  to  do  basically  what  is  necessary  that 
the  order  in  international  economic  relations  be  maintained,  I  contend  that  fewer 
restrictions  will  be  necessary  than  today. 

Hon.  Mr.  Crerar:  When  you  speak  of  removal  of  controls,  doctor,  am  I 
correct  that  you  have  in  mind  mainly  the  European  countries.  For  instance, 
what  controls  have  we  today  outside  of  tariffs? 

Dr.  Landsberger:  Well,  the  United-  States  has  a  number  of  invisible 
controls.  It  is  not  only  the  measures  themselves  which  hamper  trade.  The  under¬ 
lying  conditions  restrict  international  trade. 

Hon.  Mr.  Crerar:  Very  well.  Let  us  assume  all  the  controls  are  removed, 
that  your  condition  is  met.  What  follows  then?  Do  you  think  that  would 
immediately  stimulate  or  increase  an  exchange  of  trade  between  these  various 
countries? 

Dr.  Landsberger:  I  do  not  think  removal  of  controls  will  stimulate  trade, 
senator.  The  first  thing  is  to  create  order,  I  suggest.  Just  as  murder  is 
considered  a  crime,  nations  must  define  actions  against  order  as  an  economic 
crime.  Barriers  may  today  be  considered  necessary,  for  protecting  a  certain 
industry.  Conditions  may  be  created  through  adequate  co-operation  which  will 
make  this  protection  unnecessary.  There  will  then  be  more  advantages  from 
the  wider  sphere  of  trade  than  from  the  protection  of  the  domestic  market. 
The  industry  in  question  will  not  be  wiped  out,  but  will  be  able  to  go  out  into 
the  world  market. 

Hon.  Mr.  Euler:  What  you  are  advocating,  doctor,  now,  is  that  the 
countries  that  are  NATO  should  discuss  the  problem? 

Dr.  Landsberger:  Yes,  and  write  rules.  That  is  the  first  step.  It  is  not  a 
solution  itself. 

Hon.  Mr.  Euler:  The  approach? 

Dr.  Landsberger:  The  approach,  yes.  The  first  step  is  to  write  rules  for 
behaviour  in  balance  of  payments. 

Hon.  Mr.  Haig:  What  controls  as  to  trade  are  on  in  Canada,  outside  of 
tariffs;  is  there  any  control  on  trade  in  Canada? 

Dr.  Landsberger:  As  I  said  already  it  is  the  generally  unfavourable 
climate  for  foreign  business.  One  country  alone  cannot  remedy  the  situation. 
Canada  is  today  forced  I  believe  to  ask  U.S.  dollars  for  her  exports. 

Hon.  Mr.  Haig:  But  we  will  take  the  money. 

Dr.  Landsberger:  But  from  other  countries.  If  we  deal  with  South 
America  we  can  only — 

Hon.  Mr.  Haig:  But  how  can  I  convert  pounds  sterling  into  money  that 
I  have  to  pay  people  in  Canada?  That  is  the  problem. 

Dr.  Landsberger:  Senator,  I  have  been  trying,  through  my  testimony,  to 
point  out  the  need  for  writing  basic  rules  on  balance  of  trade  matters;  through 
adequate  co-operation  balance  of  payment  matters  external  equilibrium  will 
be  established  in  all  countries  and  this  will  make  free  convertibility  of  all 
currencies  possible.  This,  I  hope,  answers  this  point. 
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Hon.  Mr.  Haig:  The  senator  sitting  next  to  me  has  just  said  that  a  recent 
commonwealth  conference  was  held  in  London. 

Dr.  Landsberger:  Yes. 

Hon.  Mr.  Haig:  And  the  minute  the  conference  was  over,  men  were  sent 
to  the  United  States  to  try  to  get  that  country  to  back  the  deal  or,  as  we  say, 
to  underwrite  it.  What  is  your  answer  to  that  situation? 

Dr.  Landsberger:  I  do  not  know  that  they  have  discussed  any  basic  rules 
there.  I  have  a  clipping  of  the  newspaper  account  of  the  points  Mr.  Butler 
discussed  yesterday  with  the  OEEC  members.  They  are  as  follows: 

1.  Establishment  of  a  sound  internal  economic  policy  especially  in 
debtor  countries; 

2.  The  linking  of  financial  and  trade  questions  because  of  the  neces¬ 
sity  of  commercial  progress  hand  in  hand  with  monetary  progress; 

3.  Action  by  debtors  and  creditors*  to  achieve  trade  equilibrium 
especially  between  the  dollar  area  and  the  rest  of  the  world; 

4.  Emphasis  on  productive  investments  in  an  effort  to  solve  the  money 
scarcity; 

5.  An  effort  to  ‘revivify’  the  international  monetary  fund  and  similar 
international  institutions. 

But  these  are  measures  which  in  my  opinion  should  come  later— 

Hon.  Mr.  Haig:  Of  whom  did  he  ask  those  measures,  of  the  United  States? 
Dr.  Landsberger:  Most  probably  he  did,  but  first  there  are  the  rules. 

Hon.  Mr.  Haig:  And  he  did  not  get  an  answer.  I  do  not  think  that  is  a 
proper  way  to  start  out  for  a  solution  of  the  problem.  They  omit  the  first 
absolutely  necessary  step,  namely  to  get  the  nations  to  agree  on  determining 
what  is  an  “economic  crime”. 

Hon.  Mr.  Davies:  Mr.  Chairman,  you  have  probably  had  a  wider  experience 
in  matters  of  international  trade  than  any  man  in  this  room.  I  should  like 
to  hear  your  view  on  this  point. 

The  Chairman:  Honourable  senators,  I  have  been  extremely  interested 
in  what  the  Doctor  has  had  to  say  to  us;  and  in  the  light  of  my  experience  in 
trade  around  the  world,  I  can  see  a  great  deal  of  food  for  thought  in  his 
remarks.  This  is  an  intricate  subject,  and  it  is  hard  to  put  over,  but  I  think 
the  Doctor  has  made  a  very  good  presentation,  in  spite  of  the  complicated 
nature  of  the  subject. 

On  this  point,  I  should  like  to  ask  your  view,  Dr.  Landsberger,  on  one 
matter.  One  of  the  most  outstanding  men  I  know  in  the  economic  world  sug¬ 
gested  not  long  ago  that  we  should  apply  to  these  international  payments  the 
same  rules  as  we  apply  to  internal  payments,  nafnely  that  we  invoke  the 
Statute  of  Limitations.  To  illustrate  that,  I  might  say  that  when  I  was 
recently  in  the  United  States,  New  Zealand  was  pressing  that  country  to  take 
a  larger  quota  of  butter.  Of  course  New  Zealand  is  purchasing  goods  in  the 
United  States;  I  do  not  know  whether  it  has  bonds  there  as  Australia  has, 
but  it  wants  dollars  and  is  pressing  the  United  States  to  take  more  butter 
from  them. 

The  solution  which  this  man  gave — and  he  is  an  executive  of  the  London 
Chamber  of  Commerce,  perhaps  the  largest  body  of  business  men  in  the  world 
— was  that  if  after  seven  years  a  creditor  nation  does  not  exercise  its  credits, 
then  the  Statute  of  Limitations  is  invoked  and  those  credits  are  wiped  out. 
In  other  words,  the  United  States  has  a  choice.  It  may  say  to  New  Zealand, 
we  will  bring  in  more  butter,  but  we  know  we  are  going  to  have  trouble 
with  our  dairy  industries.  But  they  would  have  seven  years  to  bring  about 
a  balahce  of  payments.  In  the  meantime  those  credits  will  be  held  by  the 
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central  banks  of  the  world,  and  if  the  country  in  question  does  not  exercise 
them,  they  can  be  sold  to  other  nations.  I  should  like  to  ask  Dr.  Landsberger 
what  he  thinks  of  such  a  suggestion. 

Dr.  Landsberger:  If  I  understand  this  proposal  correctly,  it  is  some  kind 
of  clearing  arrangement.  Such  a  clearing  arrangement  must  again  be  based 
first  on  an  agreement  on  rules,  for  co-operation  in  balance  of  payment  matters. 

As  long  as  nations  do  not  submit  to  the  basic  rules,  a  clearing  arrangement 
in  my  view  will  not  work.  Once  the  basic  agreement  has  been  concluded 
such  a  clearing  agreement  should,  of  course,  be  studied  among  all  the  other 
measures  proposed  for  execution  of  the  basic  agreement. 

Senator  Davies  asked  a  question  a  few  minutes  ago,  in  answer  to  which 
I  would  point  out  to  him  that  the  textile  industry  will  be  in  danger. 

May  I  be  permitted  to  read  what  I  said  in  that  regard:  “The  agreement 
must  contain  a  clause  to  the  effect  that  the  government  is  free  to  carry  out 
its  obligations  arising  from  this  agreement  in  harmony  with  its  internal 
policies.”  In  other  words,  you  cannot  interfere  if  a  country  decides  to  protect 
a  certain  industry;  it  may  have  smaller  international  trade  and  more  pro¬ 
tection  if  it  so  wishes. 

Hon.  Mr.  Davies:  But  Senator  Haig  has  just  pointed  out  that  we  cannot 
compete  with  a  country  whose  labour  works  sixty  hours  a  week  at  low  wages, 
when  our  own  workers  are  on  a  forty-hour  week  and  high  wages.  How  are 
we  going  to  overcome  that  difference? 

Dr.  Landsberger:  That  is  a  problem  already  existing  today.  We  can 
immediately  create  a  paradise.  The  problems  will  continue,  but  by 
co-operation  and  by  writing  adequate  rules  we  may  solve1  them  more  easily. 

Hon.  Mr.  Davies:  By  economic  co-operation? 

Dr.  Landsberger:  Yes 

Hon.  Mr.  McGuire:  Mr.  Chairman,  I  think  we  should  thank  the  doctor  for 
his  long  dissertation  today,  and  apologize  to  him  for  taking  up  so  much  of  his 
time. 

Hon.  Mr.  Crerar:  I  should  like  to  ask  one  question.  The  doctor  laid  a 
good  deal  of  stress  on  the  importance  of  establishing  basic  rules.  I  presume 
that  would  be  as  between  the  NATO  countries.  Could  he  suggest  to  us  what 
those  basic  rules  should  be? 

Dr.  Landsberger:  Since  what  these  rules  should  be  is  really  the  most 
important  point,  I  may  perhaps  be  allowed  to  quote  these  rules  again  from  my 
testimony.  Now,  first,  the  responsibilities  of  government  must  be  defined 
concerning  the  maintenance  of  an  equal  flow  of  their  own  exports  and  imports 
of  goods  and  services. 

Hon.  Mr.  Crerar:  Let  us  stop  there.  That  is  an  interesting  statement. 
How  would  you  suggest  that  governments  bring  this  about? 

Dr.  Landsberger:  Well,  each  government  will  do  it  in  a  different  way. 
One  will  do  it  by  financial  policies,  another,  by  fiscal  policies.  There  is  no 
iron  rule  as  to  how  you  do  that.  This  is  left  to  each  government.  There  should 
be  a  body  of  experts  who  will  have  the  task  of  watching  developments — at 
least  I  suggest  that — and  of  making  recommendations,  so  that  the  policies  of 
the  various  countries  are  as  much  as  possible  in  harmony. 

Hon.  Mr.  Crerar:  I  would  be  afraid,  doctor,  it  would  be  very  difficult  and 
a  long  time  before  you  could  get  effective  results  in  that  way. 

Dr.  Landsberger:  This  depends  on  the  degree  of  deterioration  of  economic 
conditions  due  to  the  failure  to  attempts  basic  solutions.  With  this  patch-work 
that  we  are  performing  now  we  do  not  get  anywhere.  I  am  just  trying  to  show 
how  it  can  be  done  fundamentally.  And  I  have  another  remark  to  make  in 
that  connection.  Governments  at  present  are  forced  to  do  just  what  I  suggest, 
[f  it  comes  to  a  crisis,  the  government  has  to  adopt  policies  which  bring  about 
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the  order  suggested  by  me  sometimes  alone,  and  even  against  the  opposition  or 
the  indifference  of  other  countries.  It  is  more  difficult  to  achieve  equilibrium 
under  these  circustances,  than  if  countries  got  together.  Thus  what  I  suggest 
is  only  to  attain  the  goal  in  a  better  way. 

Hon.  Mr.  Beaubien:  In  an  orderly  way. 

Dr.  Landsberger:  Yes,  in  a  way  which  promises  better  results. 

Hon.  Mr.  Horner:  We  have  been  a  long  time  looking  for  a  solution  and 
have  not  arrived  at  any,  so  we  should  have  patience,  and  not  except  you,  doctor, 
to  solve  the  matter  all  at  once. 

Dr.  Landsberger:  Senator,  I  suggest  the  first  step. 

Hon.  Mr.  Haig:  A  conference. 

Dr.  Landsberger:  A  conference.  For  the  purpose  of  writing  the  rules  for 
the  behaviour  of  nations  in  solving  balance  of  payments  problems. 

Hon.  Mr.  Euler:  I  see  nothing  wrong  with  that. 

Hon.  Mr.  Turgeon:  May  I  ask  one  question,  doctor?  I  want  to  be  sure 
that  I  heard  you  aright,  and  if  so,  what  effect  the  thought  expressed  might  have 
upon  this  proposed  conference.  I  am  not  sure  that  I  interpreted  you  aright. 
Did  you  use  the  word  “crime”  as  applied  to  a  government’s  desire  for  an 
export  surplus?  Because  what  I  have  in  mind  is  this:  we  have  a  conference 
where  governments  are  going  to  be  given  the  authority  to  protect  certain 
industries — textiles  has  been  particularly  referred  to — and  if  one  of  the  fund¬ 
amentals  of  this  conference  is  that  an  export  surplus  is  to  be  considered  a 
crime,  how  can  you  put  the  two  together?  How  can  the  conference  bring 
about  the  economic  solution  that  you  have  in  mind?  I  am  asking  for  inform¬ 
ation. 

Dr.  Landsberger:  Allow  me  first  of  all  to  state  that  I  did  not  say,  that  an 
export  surplus  is  an  economic  crime. 

Hon.  Mr.  Haig:  No,  he  did  not  say  that. 

Hon.  Mr.  Turgeon:  I  was  not  sure,  so  I  asked  you. 

Dr.  Landsberger:  An  export  surplus  is  in  my  opinion,  an  economic  dis¬ 
advantaged  for  the  country  which  insists  on  having  always  an  export  surplus. — 
That  is  it  must  lead  to  trouble. — That  is  what  I  really  meant. 

Hon.  Mr.  Euler:  There  must  be  a  deficit,  arithmetically  speaking.  Where 
there  are  always  surpluses  in  one  set  of  countries,  other  countries  must  have 
a  deficit. 

Dr.  Landsberger:  How  can  they  cover  it?  By  government  loans  and 
investments?  If  so  they  must  pay  interest  on  the  loans,  and  dividends  on 
the  investments,  and  ultimately  repay  the  loans  and  investments.  How  can 
they  do  that  without  changing  the  import  deficit  into  an  export  surplus? 
Therefore,  I  say,  to  insist  on  persistent  export  surpluses  must  lead  to  trouble. 

Hon.  Mr.  Turgeon:  May  I  ask  you  one  more  question?  You  mentioned 
Bretton  Woods.  Am  I  right  in  assuming,  speaking  generally,  that  the  various 
decisions  made  at  Bretton  Woods  were  based  on  an  assumption,  derived  from 
the  speeches  of  spokesmen  of  various  countries,  that  the  United  States  was 
ready  to  enter  into  a  much  greater  system  of  importation  of  foreign  goods? 
Would  you  say  that  was  one  of  the  reasons  why  the  various  conclusions  were 
reached? 

Dr.  Landsberger:  Senator,  I  do  not  think  that  this  was  the  background. 
My  suspicion  is  that  those  responsible  for  devising  these  means,  as  we  have 
them  today,  thought  the  world  would  run  economically  the  same  way  as  it  did 
twenty  years  before.  They  thought  probably  there  will  be  a  natural  adjustment 
of  deficits  of  imbalances,  it  was  thought  if  an  instrument  was  sufficient  to 
overcome  the  post-war  troubles  temporarily. 

Hon.  Mr.  Euler:  It  has  not  worked  out  that  way. 
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Dr.  Landsberger:  No,  it  has  not  worked  out.  I  do  not  think  it  has  been 
anybody’s  fault.  Under  present  conditions  these  instruments  are  insufficient. 

Hon.  Mr.  Pratt:  Mr.  Chairman,  I  am  not  a  member  of  this  committee 
but  may  I  ask  Dr.  Landsberger  a  question? 

The  Chairman:  Certainly. 

Hon.  Mr.  Pratt:  We  have  had  a  very  interesting  discussion  and  I  should 
like  to  thank  the  witness  for  his  views..  I  should  like  to  point  out  that  when 
we  talk  about  making  rules  which  are  going  to  be  generally  accepted,  they 
must  be  tied  in  with  the  political  policies  and  the  needs  of  each  country. 
Now,  that  creates  a  very  difficult  problem.  I  have  been  a  bit  puzzled  here 
as  to  the  emphasis  being  placed  on  a  movement  to  tie  in  with  the  NATO 
countries.  There  are  two  great  currencies  in  the  world  today,  the  sterling 
and  the  dollar.  The  sterling  is  restricted  to  Commonwealth  trade.  Sterling 
itself  is  creating  its  own  movement,  not  within  the  sterling  areas  so  much 
but  in  countries  of  diverse  currencies.  We  have  only  two  Commonwealth 
countries,  England  and  Canada,  reflecting  sterling..  Sterling  largely  gets  its 
stability  from  a  flow  amongst  the  nations  by  trade  from  sterling  areas  into 
Norway,  Denmark  and  other  countries  in  the  NATO  group.  Why,  as  a  practical 
approach,  switch  our  emphasis  from  a  reconciliation  of  trade  and  movement 
of  trade  within  the  Commonwealth  countries  and  the  dollar  areas  to  NATO 
countries  with  their  diverse  currencies?  All  of"' these!  countries  are  interlocked 
to  seme  extent  with  the  sterling  and  dollar,  particularly  the  sterling.  It  is  the 
easiest  thing  in  the  world  to  say  that  we  will  start  off  with  a  set  of  rules. 
You  must  remember  that  you  have  to  start  with  principles  that  are  politically 
acceptable  in  these  various  countries.  I  should  like  to  get  Dr.  Landsberger’s 
opinion  on  this.  I  cannot  see  the  feasibility,  the  practicability,  of  changing 
our  thought  from  a  reconciliation  between  the  sterling  and  dollar  areas  to 
some  plan  involving  the  NATO  countries  when,  after  all,  these  NATO  countries 
are  already  tied  in  to  a  great  extent  with  the  sterling  areas  in  the  matter  of 
trade?  There  is  already  a  movement  amongst  the  Commonwealth  nations 
to  establish  a  reconciliation  of  trade  between  the  sterling  and  dollar  areas. 

Hon.  Mr.  Euler:  If  you  confine  it  to  the  Commonwealth  nations,  you 
leave  out  the  United  States,  which  is  vital. 

Hon.  Mr.  Pratt:  You  misunderstood  me.  1  am  thinking  of  the  Common¬ 
wealth  and  the  United  States.  I  beg  your  pardon.  I  thought  I  did  say  the 
sterling  and  the  dollar  areas. 

Hon.  Mr.  Haig:  Why  bring  the  United  States  in  at  all? 

Hon.  Mr.  Pratt:  It  is  not  conceivable  that  we  can  adopt  a  policy  which 
sidesteps  the  dollar  country.  We  are  right  in  that  ourselves.  We  are  part 
and  parcel  of  the  United  States  dollar  area  ourselves.  We  cannot  possibly 
sidestep  that.  I  should  like  to  get  an  opinion  on  this.  Would  it  not  be  a  more 
feasible  approach  to  follow  along  the  pattern  and  give  such  impetus  as  we 
can  to  a  reconciliation  between  dollar  and  sterling,  which  automatically 
will  affect  these  NATO  countries  vastly. 

Hon.  Mr.  Euler:  That  would  not  be  in  accordance  with  the  reference, 
would  it,  Mr.  Chairman? 

The  Chairman:  No.  We  are  tied  up  for  twenty  years  in  a  military  way, 
and  we  talk  about  politics.  What  the  Dr.  is  trying  to  tell  us  is  that  NATO 
is  a  place  to  start  in  an  effort  to  embrace  the  whole  free  world.  We  are  tied 
in  with  NATO  in  a  military  way,  so  these  other  clauses  are  just  as  important 
as  the  military  clause.  Why  not  get  something  stable  for  twenty  years  on 
a  basis  of  economic  collaboration.  I  think  that  is  what  Senator  Euler  refers  to. 

There  is  one  more  point,  senator,  which  you  made.  You  said  this  is  very 
much  a  political  issue,  if  I  understood  you  correctly.  Now,  the  Quebec  Board 
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of  Trade  is  of  the  opinion  that  this  is  a  purely  economic  problem — a  purely 
economic  sickness,  the  cure  can  only  be,  therefore,  an  economic  cure.  I  mean, 
to  keep  order  in  international  trade  relations  has  nothing  to  do  really,  in  the 
first  place,  with  any  political  issue.  It  is  an  economic  technical  problem. 

Hon.  Mr.  Pratt:  But  I  meant  to  say  it  would  be  political , in  each  country 
that  would  be  adopting  these  rules,  whatever  they  may  be. 

Dr.  Landsberger:  How  they  ,  execute  these  rules  may  depend  on  the  political 
strengths  of  certain  factors  and  the  nature  of  their  economy.  That  is  entirely 
correct.  But  the  rule  itself  is  purely  of  an  economical  nature;  The  principle 
that  foreign  trade  is  a  two-way  affair  is  a  purely  economic  problem. 

Hon.  Mr.  Euler:  Mr.  Chairman,  I  think  we  have  had  a  very  interesting 
discussion,  and  I  think  the  doctor  has  given  us  food  for  thought.  I  would  like 
to  suggest  that  he  be  extended  a  very  hearty  vote  of  thanks  for  coming  here. 

Some  Hon.  Senators:  Hear,  hear. 

The  Chairman:  Certainly,  a  hearty  vote  of  thanks. 

Hon.  Mr.  Crerar:  Mr.  Chairman,  before  the  meeting  adjourns,  I  have  a 
motion  I  would  like  to  move: 

That  the  committee  be  authorized  to  print  800  copies  in  English  and  200 
copies  in  French  of  its  day  to  day  proceedings,  and  that  Rule  100  be  suspended 
in  relation  to  the  said  printing. 

The  Chairman:  You  have  heard  the  motion,  members. 

Some  Hon.  Members:  Carried. 

The  Chairman:  Thank  you,  members,  for  the  great  interest  you  have 
taken  today;  and  I  thank  the  doctor  personally  for  his  very  fine  explanation 
given.  Thank  you  very  much. 

Whereupon  the  committee  adjourned. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee  be 
instructed  and  empowered  to  consider  and  report  upon  how,  in  their  opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(£>)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate 
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MINUTES  OF  PROCEEDINGS 


Wednesday,  April  15,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators  McLean,  Chairman;  Bishop,  Burchill, 
Campbell,  Crerar,  Euler,  Gouin,  Haig,  Hushion,  Lambert,  MacKinnon,  Mac- 
Lennan  and  Robertson. — 13 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 
The  following  were  heard:  — 

Mr.  H.  H.  Hannam,  President,  Canadian  Federation  of  Agriculture. 

Dr.  E.  C.  Hope,  Economist,  Canadian  Federation  of  Agriculture. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  12.45  p.m.  the  Committee  adjourned  until  Wednesday,  April  22,  1953, 
at  10.30  a.m. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees. 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Wednesday,  April  15,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  empow¬ 
ered  to  inquire  into  and  report  upon  the  development  of  trade  between  countries 
signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of  the  free 
world,  met  this  day  at  10.30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  members,  I  will  call  the  meeting  to  order. 
This  is  the  second  meeting,  as  we  all  know,  of  the  Canadian  Trade  Relations 
Committee  since  reference  was  made  to  us  of  a  resolution  introduced  in  the 
Senate  on  February  12  and,  after  considerable  debate,  was  passed,  and  referred 
to  us  on  February  26.  I  do  not  think  we  need  to  read  the  resolution  again. 
We  are  all  familiar  with  it. 

We  are  highly  honoured  this  morning  to  have  with  us  representatives  from 
the  Canadian  Federation  of  Agriculture.  There  is  no  other  business  preceding 
the  hearing  of  the  representatives  from  the  Federation. 

Hon.  Mr.  Euler:  I  move  that  they  be  heard. 

Hon.  Mr.  Haig:  Seconded. 

The  Chairman:  I  now  call  on  Mr.  Hannam  to  come  forward. 

Mr.  H.  H.  Hannam,  President  of  the  Canadian  Federation  of  Agriculture: 
Mr.  Chairman  and  honourable  senators,  I  have  just  one  comment  to  make 
before  I  introduce  our  witness,  Dr.  Hope.  We  believe  that  it  is  important  and 
urgent  that  the  nations  of  the  western  world  move  in  the  direction  of  a 
common  policy  on  trade  and  economic  affairs.  Members  of  the  Senate  are  to 
be  commended  on  undertaking  this  study  on  Canada’s  behalf.  Even  if  NATO 
may  not  be  the  best  grouping  of  these  nations  to  carry  through  such  a  program 
they  could  well  be  the  best  group  to  take  the  initiative  in  launching  it;  and 
their  Article  II  gives  them  the  opportunity  for  doing  so  and,  I  think,  implies 
some  responsibility  that  they  should.  In  any  case  they  are  the  leading  nations 
in  world  trade;  they  are  the  advanced  countries  and  naturally  they  are  world 
leaders.  They  have  assumed  responsibility  for  the  survival  of  freedom  for  the 
future.  Under  this  article  they  can  and  should  act. 

Dr.  E.  C.  Hope,  Economist  for  the  Canadian  Federation  of  Agriculture,  will 
present  our  brief  and  be  our  witness.  Before  joining  the  staff  of  the  Canadian 
Federation  of  Agriculture  five  years  ago,  Dr.  Hope  had  won  a  name  for  himself 
as  one  of  the  leading  agricultural  economists  in  Canada.  He  was  considered 
one  of  the  leading  economists,  and  he  has  been  doing  exceptionally  good  work 
for  us.  This  particular  presentation  is  a  highly  technical  one  from  the  econo¬ 
mist’s  standpoint,  and  for  that  reason  he  has  done  the  work  for  us  and  we  are 
asking  him  to  make  the  presentation. 

The  Chairman:  We  will  now  call  on  Dr.  Hope. 

Dr.  E.  C.  Hope:  Mr.  Chairman  and  Senators:  I  think  this  is  the  second  time 
that  I  have  been  before  a  committee  of  the  Senate.  Last  time  you  were  very 
kind  to  me,  and  I  anticipate  that  you  will  not  be  too  rough  on  me  this  time  also. 
Sitting  there  in  the  chair  looking  at  the  job  the  chairman  had  to  get  together 
the  members  of  the  committee  this  morning  rather  reminded  me  of  when 
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I  was  running  in  politics  in  Saskatchewan  some  years  ago,  when  we  used  to  go 
into  a  politically  rather  tough  section  and  find  it  difficult  to  get  an  audience, 
and  the  organizer  would  run  up  and  down  outside  to  bring  in  the  people. 

Hon.  Mr.  Euler:  Into  the  highways  and  byways,  eh? 

Dr.  Hope:  Yes.  I  will  read  this  brief,  and  later  on  it  may  be  that  the 
committee  will  take  the  opportunity  to  ask  questions  on  it. 


THE  DEVELOPMENT  OF  ECONOMIC  COLLABORATION  BETWEEN 
THE  SIGNATORIES  OF  THE  NORTH  ATLANTIC  TREATY 

The  North  Atlantic  Treaty  Organization  (N.A.T.O.)  was  established  in 
the  spring  of  1949  by  twelve  nations1  later  enlarged  to  include  fourteen, 
for  the  primary  purpose  of  providing  for  a  united  system  of  defence  for  the 
West  against  aggression. 

The  spirit  and  purposes  of  the  North  Atlantic  Agreement  are  indicated 
in  the  Preamble  to  the  Pact.  The  parties  state  their  determination  to  “safe¬ 
guard  the  freedom,  common  heritage  and  civilization”,  of  their  peoples;  to 
promote,  “stability  and  well-being”  in  the  North  Atlantic  area.  They  pro¬ 
claim  their  resolve  “to  unite  their  efforts  for  collective  defence  and  for  the 
preservations  of  peace  and  security”. 

Most  of  the  articles  in  the  Pact  deal  with  defence  matters  but  the  non¬ 
military  aspects  are  included  in  Article  2.  This  Article  reflects  the  conviction 
of  the  signatories  that  a  true  and  lasting  peace  is  more  than  mere  absence 
of  war  and  indicates  their  desire  to  contribute  toward  peaceful  and  friendly 
relations,  “by  strengthening  their  free  institutions,  by  bringing  about  a  better 
understanding  of  the  principles  upon  which  these  institutions  are  founded, 
and  by  promoting  conditions  of  stability  and  well-being”.  Specifically  they 
agreed  to  try  and  “eliminate  conflict  in  their  international  economic  policies 
and  will  encourage  economic  collaboration  between  any  or  all  of  them”. 

In  military  collaboration,  N.A.T.O.  has  made  solid  progress  towards  the 
establishment  of  a  strong  Atlantic  community  of  defence.  It  has  run  into 
some  trouble;  all  the  nations  have  not  agreed  on  a  European  army,  but  progress 
is  being  made.  Unfortunately  up  to  now,  the  same  cannot  be  said  with 
respect  to  collaboration  to  “eliminate  conflicts  in  their  international  economy 
policies”.  A  special  committee  of  N.A.T.O.  was  set  up  to  consider  ways  and 
means  of  implementing  Article  2.  Nothing  really  concrete  came  out  of  its 
deliberations  other  than  the  suggestion  that  freer  migration  between  N.A.T.O. 
members  would  aid  general  economic  betterment  and  create  a  more  genuine 
Atlantic  community.  Incidentally,  they  did  increase  immigration  a  great  deal 
for  a  while,  but  this  last  year  it  has  been  falling.  Canada,  among  other 
nations  has  again  this  year  reduced  its  quota  on  immigrants. 

Possibly  one  reason  for  the  lack  of  more  positive  recommendations  by 
this  N.A.T.O.  committee  was  their  reminder  that  all  members  of  the  organ¬ 
ization  already  belonged  to  many  world-wide  organizations  which  are  grap¬ 
pling  with  these  economic  problems  on  a  multi-lateral  world  wide  basis  rather 
than  an  Atlantic  community  basis. 

This  thought  has  also  been  expressed  by  Mr.  A.  D.  P.  Heeney,  when 
speaking  at  the  Atlantic  Community  Conference,  at  Oxford  in  September, 
1952,  he  said — “I  am  going  to  suggest  to  you  tonight  that  we  shall  make  our 
best  progress  toward  the  objectives  stated  in  Article  2  if  we  are  willing  to 

1  In  April,  1949,  the  plenipotentiaries  of  the  following  twelve  states  signed  the  North 
Atlantic  Treaty:  Belgium,  Canada,  Denmark,  France,  Iceland,  Italy,  Luxembourg,  Nether¬ 
lands,  Norway,  Portugal,  Great  Britain  and  Northern  Ireland,  United  States  of  America. 

In  October,  1951,  two  other  countries,  Greece  and  Turkey  were  added  to  the  Organization 
through  the  signing  of  the  “Greece-Turkey  Protocol”. 
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-look  beyond  the  North  Atlantic  Organization  for  areas  and  opportunities  of 
non-military  collaboration”.  He  went  on  to  point  out  that  rather  than  look 
to  N.A.T.O.  itself  for  a  solution  of  our  economic  problems  we  would  be  wiser 
to  work  through  organizations  already  set  up  to  deal  with  such  matters  on  a 
much  broader  scale  than  just  the  Atlantic  Community. 

To  a  certain  extent  we  are  inclined  to  agree  that  the  proper  approach 
to  a  solution  of  the  economic  problems  of  the  free  world  is  not  to  confine  our 
attention  solely  to  how  the  N.A.T.O.  nations  alone  may  seek  to  eliminate 
conflicts  in  international  economic  policies.  Rather  the  approach  should  be 
to  examine  the  problem  on  a  much  broader  multi-lateral  basis  including  all 
the  free  nations  of  the  world. 

THE  SITUATION  AT  THE  END  OF  1952 

The  disruptions  to  international  trade  balances  arising  out  of  World  War  II 
have  been  deep  and  persistent  and  up  until  the  present  time  have  practically 
defied  all  attempts  at  a  solution.  Without  going  into  too  many  details  the 
causes  of  the  unbalance  in  international  payments  may  be  said  to  stem  from 
two  major  events: 

(1)  The  destruction  of  physical  property  in  Britain  and  the  continent 
of  Europe  and  the  slow  process  of  restoring  productive  capacity  to 
these  areas.  At  the  same  time  the  productive  powers  of  North 
America  expanded  during  the  war  and  have  continued  to  expand  at 
a  rapid  rate  following  the  war.  This  situation  has  prevented  the 
normal  exchange  of  goods  for  goods1. 

(2)  The  other  important  event  has  been  the  splitting  of  the  world  into  two 
political  camps — the  communist-dominated  world  and  the  free  world. 
The  political  struggle,  particularly  in  Europe,  for  the  minds  of  the 
people  has  in  some  cases  made  it  extremely  difficult  for  democratic 
governments  to  put  into  operation  economic  policies  which  would 
restore  their  competitive  position  in  world  markets.  In  other  words 
for  political  reasons  they  have  found  it  very  difficult  to  balance  their 
budgets  and  control  inflation.  Consequently  their  competitive  position 
in  world  trade  has  been  weakened. 

In  the  post-war  world  international  payments  have  been  kept  in  a  pre¬ 
carious  balance  by  a  shaky  structure  of  intergovernmental  grants  and  loans 
running  into  billions  of  dollars  annually,  but  a  growing  impatience  has 
appeared  both  in  North  America  and  Europe  with  a  continuance  of  this  artificial 
and  temporary  method  of  balancing  international  payments.  The  American 
taxpayer  is  becoming  restless  because  he  thinks  he  is  called  upon  to  pay  too 
heavy  a  burden  to  maintain  the  economy  of  free  Europe.  On  the  other  hand 
the  recipient  nations  rebel  at  any  suggestion  of  outside  interference  with  their 
internal  affairs  which  may  accompany  loans  and  grants.  They  are  anxious 
to  pay  their  own  way  and  are  beginning  to  express  their  views  by  the  slogan, 
“Trade  not  aid”. 

Possibly  one  of  the  best  analysis  of  the  present  situation  in  Europe  is 
contained  in  the  report  of  the  Organisation  for  European  Economic  Co-operation 
(O.E.E.C.)  for  the  year  1952.  There  is1  a  mine  of  information  on  that  volume, 
which  is  quite  extensive.  After  indicating  that  Western  Europe,  at  the  end 
of  Marshall  Aid  has  made  substantial  economic  progress  they  state  that  the 
general  economic  situation  is  still  far  from  satisfactory. 

The  report  points  out  that: 

(1)  Production  in  the  various  countries  of  Western  Europe  is  either  not 
rising  or  rising  at  a  relatively  modest  rate. 
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(2)  While  much  progress  has  been  made  towards  a  sound  internal 
financial  situation,  there  are  inflationary  tendencies  in  some  countries 
and  deflationary  tendencies  in  others  that  stand  in  the  way  of  stable 
development. 

(3)  Disequilibria  in  the  balances  of  payments  of  several  member  countries 
still  exists. 

(4)  Almost  all  countries  have  serious  disequilibria  in  their  balances  of 
payments  with  the  dollar  area. 

(5)  Progress  in  the  liberalisation  of  intra-European  trade  has  been  halted 
and  some  important  countries  have  had  to  reduce  the  scope  of  trade 
liberalisation,  thus  contributing  to  a  decline  in  trade  that  is  more 
general. 

The  member  countries  submitted  forecasts  which  show  the  general 
expectation  that,  “on  the  basis  of  present  world  economic  policies,  a  serious 
dollar  disequilibrium  will  persist,  and  any  balance  of  payments  improvement 
will  result  from  a  decline  in  imports  rather  than  from  an  expansion  of  exports”. 

It  is  clear  that  despite  the  progress  made  since  the  end  of  the  war,  a  sub¬ 
stantial  dollar  deficit  persists.  The  following  table  adapted  from  the  March, 
1953,  issue  of  the  National  City  Bank  Review  shows  the  present  extent  of  the 
world  dollar  deficit: 


U.S.  INTERNATIONAL  PAYMENTS 
(In  Billions  of  Dollars) 


Transactions  Supplying  Dollars 

1949 

1950 

1951 

1952 

Merchandise  imports . 

$7.1 

$9.3 

$11.7 

$11.4 

U.S.  Government  expenditures  abroad  .  . 

.7 

.7 

1.2 

1.6 

Other  services . 

2.4 

2.6 

2.7 

2.9 

(1)  Goods  and  services  total  . .  . . 

$10.2 

$12.6 

$15.6 

$15.9 

Other  Dollars  Supplied 

U.S.  capital  investments . .  . . 

1.2 

.5 

1.8 

1.4 

U.S.  Government  economic  aid . 

5.2 

3.7 

3.0 

2.0 

Total . 

6.4 

4.2 

4.8 

3.4 

Total  Dollars  Supplied . 

16.6 

16.8 

20.4 

19.3 

Transactions  Using  Dollars 

Merchandise  exports . 

12.3 

10.7 

15.5 

15.5 

Less-military  aid . 

— 

.3 

1.1 

2.2 

Net  commercial  exports . . . 

12.3 

10.4 

14.4 

13.3 

Other  services . . . . 

3.7 

3.7 

4.7 

4.8 

(2)  Goods  and  services  total  . . 

16.0 

14.1 

19.1 

18.1 

Deficit  in  International  Payments  . . 

-.6 

-2.7 

-1.3 

-1.2 

Increase  (t)  or  decrease: 

Foreign  gold  and  $  balances . 

-.2 

t2.6 

tl.O 

tl.O 

Errors  and  omissions . .  . .  . . 

t.8 

t  .1 

f  .3 

t  .2 

-.6 

—  2.7 

-1.3 

f  1.2 

Largely  as  a  result  of  the  boom  in  raw  material  prices  following  the 
outbreak  of  the  Korean  War  in  1950  the  foreign  holdings  of  gold  and  U.S. 
dollars  increased  sharply  in  1950  but  dropped  off  again  in  1951  and  1952.  In 
other  words,  the  non- dollar  areas  improved  their  position  for  a  short  time 
through  the  rapid  rise  of  raw  material  prices,  particularly  coming  from  sterling 
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areas.  Then  once  the  inflationary  rise  was  over,  prices  began  to  fall  and  their 
positions  deteriorated  again  because  they  were  not  getting  such  high  prices  for 
their  wool,  tin,  rubber  and  cocoa. 

In  1949  transactions  supplying  U.S.  dollars  for  foreign  nations  amounted 
to  $10.2  billions.  The  gap  was  partly  made  up  by  U.S.  capital  investments  of 
$1.2  billions  and  U.S.  Government  Economic  Aid  (mostly  Marshall  Aid)  of 
$5.2  billion. 

In  1952,  transactions  supplying  U.S.  dollars — that  is,  credits  to  Europe — 
had  increased  to  $15.9  billions  of  which  $1.6  was  U.S.  government  expenditures 
in  foreign  lands  for  defence  purposes.  Transactions  using  U.S.  dollars  amounted 
to  $18.1  billions.  The  gap  was  partly  made  up  by  $2  billions  of  economic  aid. 

United  States  international  payments  with  the  world  were  balanced  in 
1949  and  1952  as  follows: 


1952 

1949 

Economic  aid 

$2-0  billions 

$5*2  billions 

Military  aid 

2-2 

— 

U.S.  Government 
expenditures  abroad 

1-6 

•7 

Total 

$5-8 

$5-9 

The  persistence  of  the  dollar  deficit  is  an  obstacle  to  economic  progress  in 
Western  Europe.  Some  countries  have  small  foreign  exchange  reserves  and 
their  inability  up  to  this  time  to  solve  the  dollar  problem  forces  them  to  adopt 
restrictive  trade  practices.  It  is  significant  that  what  improvement  has  been 
made  during  the  last  year  in  their  dollar  position  has  been  due  more  to  restrict¬ 
ing  imports  from  the  U.S.  and  Canada  rather  than  to  an  expansion  of  their 
own  exports  to  North  America.  It  will  be  noticed  from  the  above  table  that 
from  1951  to  1952  U.S.  merchandise  imports  decreased  $300  million  but  U.S. 
commercial  merchandise  exports  decreased  $1*1  billions. 

The  persistence  of  the  dollar  problem,  now  that  Marshall  Aid  is  completed 
shows  that  the  deficit  is  not  likely  to  disappear  automatically  under  present 
international  trade  policies. 

An  action  program  is  needed  which  will  provide  a  solution  to  the  dollar 
problem.  It  is  likely  that  as  long  as  the  present  pressing  defence  emergency 
persists  United  States  military  aid,  off-shore  purchases  for  defence  purposes 
and  United  States  and  Canadian  defence  expenditures  in  Europe  and  Asia  will 
bridge  the  gap,  but  it  is  expected  that  the  present  rate  of  these  expenditures 
will  soon  decline  and  unless  the  central  problem  of  dollar  deficits  ih  inter¬ 
national  balances  is  solved  the  world  could  very  well  be  plunged  into  a 
shrinkage  of  trade  as  bad  as  that  experienced  from  1929  to  1933. 

This  problem  undoubtedly  could  be  solved  by  European,  and  other  countries 
in  payment  difficulties,  simply  intensifying  their  restrictive  practices  against 
the  imports  of  goods  from  the  dollar  area.  By  this  means  a  kind  of  balance 
would  be  reached  and  maintained.  In  fact  if  nothing  is  done,  that  is  likely 
what  will  happen,  but  such  a  solution  would  result  in  stagnation  in  the  dollar 
areas  of  the  world  and  a  low  level  of  subsistence  in  the  remainder  of  the  free 
world. 

SOME  POSSIBLE  SOLUTIONS  TO  THE  INTERNATIONAL 
PAYMENTS  PROBLEM 

There  is  no  easy  solution  to  the  international  payments  problem.  It  is 
a  world-wide  problem  and  not  just  related  to  the  policy  of  the  United  States 
alone,  even  if  it  is  called  the  “dollar  problem”.  For  instance,  it  can  be  shown 
that  the  United  “States  has  progressively  lowered  its  general  tariff  structure 
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since  1937  and  today  the  U.S.  tariff  rates  are  lower  than  they  have  been  for 
many  years.  Canada,  another  dollar  area,  has  also  lowered  its  tariffs  over  the 
last  few  years.  This  does  not  mean  that  we  are  suggesting  that  North  American 
tariff  rates  should  not  be  lowered  still  more,  but  we  wish  to  emphasize  that 
attacking  the  problem  from  the  side  of  North  American  tariff  rates  alone  is  not 
a  complete  solution. 

We  feel  that  the  attack  on  the  dollar  problem  must  be  a  co-operative  one. 
It  will  require  the  co-operation  of  both  the  dollar  countries  and  the  non-dollar 
countries.  Although  the  important  position  of  the  United  States  in  the 
world  economy  necessarily  makes  actions  by  that  country  a  dominant  factor 
in  any  solution  yet  a  lack  of  co-operative  spirit  by  the  non-dollar  countries 
could  well  render  any  action  by  the  United  States  alone  ineffective. 

Action  By  Western  Europe  and  Its  Dependencies 

Although  we  in  North  America  have  complained  about  internal  inflation 
since  the  war  the  problem  has  been  a  greater  one  in  Europe.  In  some  cases 
even  successive  devaluations  have  not  bee  nsufflcient  to  compensate  for  the 
inflationary  rise  in  price  levels  so  that  it  has  been  difficult  for  them  to  sell 
sufficient  goods  in  the  dollar  area  to  balance  their  international  payments. 
Economic  authorities  within  recent  months  have  universally  pointed  out  that 
monetary  and  fiscal  policies  by  Western  European  nations  coupled  with  an 
apparent  refusal  or  inability  to  put  into  operation  sound  domestic  policies  have 
contributed  largely  to  the  disequilibrium  in  international  payments. 

The  1952  Annual  Report  of  the  International  Monetary  Fund,  referring  to 
the  frequent  recurrence  of  international  payments  difficulties  states:  (x) 

Since  the  end  of  World  War  II  the  pressure  of  demand  for  consump¬ 
tion  and  investment  goods  and  services  has,  for  a  wide  variety  of  reasons, 
been  allowed  to  pass  beyond  the  limits  set  by  the  resources  available. 
The  efforts  to  translate  into  reality  the  widespread  desire  for  economic 
security  and  betterment,  or,  in  some  countries,  to  check  the  deterioration 
of  standards  realized  in  the  past,  have  been  an  important  factor  in  this 
situation.  More  recently,  rearmament  programs  have  made  further 
demands  upon  the  limited  supplies  of  resources  . .  . 

In  their  efforts  to  satisfy  the  competing  claims  of  divergent  social  and 
economic  objectives,  many  countries  have  adopted  economic  and  monetary 
policies  which  have  meant  that  they  were  attempting  to  live  beyond  their 
means  .  .  .  Measures  which  it  is  feared  will  be  unpopular  are  either  not  taken 
at  all  or  taken  only  after  long  delay  and  then  not  pushed  far  enough. 

Mr.  Ivar  Rooth,  Managing  Director  of  the  Fund,  discussed  the  impact  of 
inflation  on  balance  of  payment  difficulties  in  the  following  words: 

The  fact  is  that  there  is  no  greater  threat  to  employment  and  living 
standards  than  inflationary  policies  which  lead  to  payments  difficulties. 
Continuous  inflationary  pressures  and  balance  of  payments  deficits  are 
bound  to  make  it  increasingly  difficult  to  ensure  the  maintenance  of 
imported  supplies  of  raw  materials  and  foodstuffs  and  therefore  of  full 
employment  and  high  standards  of  living. 

He  points  out  that  internal  inflation  tends  to  increase  the  international 
payment  problem. 

The  O.E.E.C.  Annual  Report  for  1952  goes  very  fully  into  the  same  matter. 
In  the  section  called  “European  Responsibilities”  it  states: 

Europe’s  over-riding  responsibility  must  be  the  determination  to  live 
within  its  means  and  still  secure  other  basic  objectives.  It  must  take 
the  most  realistic  view  possible  of  requirements  from  the  outside  world, 
and  secure  adjustments  in  its  economy  which  will  enable  those  require¬ 
ments  to  be  paid  for  out  of  current  earnings. 


(!)  National  City  Bank  Review,  October,  1952. 
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Thus  it  is  particularly  countries  in  deficit  with  the  whole  outside 
world  which  must  avoid  any  excess  of  monetary  demand  over  available 
resources,  so  as  to  help  secure  equilibrium  in  their  overall  balance  of 
payments.  If  the  countries  of  Europe  are  to  derive  the  fullest  advantage 
from  those  external  conditions  which  would  afford  them  the  opportunity 
-  of  increasing  their  dollar  earnings,  it  is  essential  that  they  strenuously 
resist  inflationary  pressures  by  appropriate  internal  economic  and  finan¬ 
cial  policies. 

Now,  those  statements  were  not  written  by  Americans  and  they  were  not 
written  by  Canadians.  That  is  a  committee  of  the  European  nations  them¬ 
selves.  Their  experts  meet  and  go  over  the  situation  very  carefully  from 
year  to  year.  It  is  true  that  Canada  and  the  United  States  are  listening 
partners,  but  they  did  not  actually  draft  that  themselves. 

The  political  difficulties  which  beset  most  European  countries  and  some  of 
the  Middle  East  and  Far  Eastern  countries  are  real  but  aften  not  fully  under¬ 
stood  by  many  people  in  North  America.  I  mean,  people  in  politics  understand 
it,  but  people  on  the  street,  do  not.  Within  recent  years  some  of  them,  because 
of  economic  disruption  as  a  result  of  the  war,  have  had  a  very  strong  under¬ 
current  of  communist  political  strength.  Democratic  governments  have  only 
with  difficulty  kept  themselves  in  power.  For  a  time  it  looked  as  though  some 
might  fall  to  the  extreme  left.  In  fact  if  it  were  not  for  timely  Marshall 
Aid  the  political  map  of  Western  Europe  might  have  been  different  from  what 
it  is  today. 

Under  the  tremendous  pressure  of  political  events  it  has  been  almost 
imposible  for  some  countries  to  push  forward  fiscal  and  monetary  policies 
which  would  result  in  Europe  living  within  its  means.  Lower  cost  of  production 
through  longer  hours  of  work  and  a  lag  of  wage  rates  behind  rising  prices, 
or  controlling  internal  demand  and  prices  by  controlling  bank  credit,  higher 
taxation  and  balancing  the  budget  are  all  politically  unpalatable  diets  to 
governments  which  are  under  terrific  pressure  from  communist  inspired 
agitation. 

Another  important  factor  which  handicaps  European  efficiency  in  produc¬ 
tion  is  the  multiplicity  of  relatively  small  markets.  Each  country  is  hampered 
by  intra-European  trade  restrictions.  That  Europeans  themselves  recognize 
this  as  a  major  handicap  to  economical  progress  is  a  hopeful  sign.  The  Schuman 
Plan  for  coal  and  steel  is  now  starting  to  operate.  Under  this  plan  six 
Western  European  nations  have  agreed  to  the  establishment  of  a  common 
market  for  coal  and  steel  by  the  progressive  abolition  of  restrictions  on  trade 
in  the  form  of  tariffs,  quotas  and  other  discriminatory  practices.  Preliminary 
conversations  have  taken  place  regarding  the  possibility  of  having  a  similar 
single  market  for  certain  agricultural  products. 

In  spite  of  the  political  difficulties  which  beset  Western  European  countries, 
we  feel  that  their  contribution  toward  solution  of  the  international  payments 
problem  must  be  a  willingnes  to  pursue  sound  policies  which  will  enable 
their  people  to  live  within  their  means.  In  spite  of  the  fact,  we  know  it  is 
difficult  for  them  to  do  so,  but  there  is  no  other  solution,  and  if  they  are  not 
willing  to  live  within  their  means,  then  they  have  either  to  get  loans  to 
let  them  live  beyond  their  means  or  else  cut  down  imports. 

Hon.  Mr.  Bishop:  Otherwise  they  go  broke. 

Dr.  Hope:  That  is  right,  otherwise  they  go  broke.  Now,  when  the  war 
was  over,  when  the  Bretton  Woods  Conference  was  held,  I  think  most  people 
realize  now  that  the  people  who  sat  around  the  table  there  drew  up  an 
agreement  which  looked  all  right  in  theory  at  the  time,  but  it  was  not  very 
realistic.  They  did  not  realize  the  political  difficulties  of  making  international 
balances  work  out,  and  the  Bretton  Woods  Agreement  was  full  of  all  kinds  of 
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clauses,  which  in  many  cases  would  allow  nations  to  continue  practices  which 
would  prevent  unbalanced  payments.  In  other  words,  if  you  sit  around  the 
conference  table,  apparently  every  nation  has  some  artificial  props  to  maintain 
a  certain  status  quo. 

Hon.  Mr.  Euler:  What  about  GATT  in  connection  with  that. 

Dr.  Hope:  GATT  is  very  similar.  The  I.T.O.  Charter  also  had  many  escape 
clauses. 

There  is  no  magic  in  this  solution.  As  we  have  indicated  before  a  good 
deal  of  the  present  international  difficulties  are  due  to  the  sharp  differences 
in  efficiency  of  production  between  the  dollar  and  the  non-dollar  areas.  Under 
some  settled  and  stable  international  relations  small  differences  in  productivity 
are  compensated  by  changes  in  prices  and  exchange  rates,  but  since  Bretton 
Woods  most  countries  have  stuck  to  rigid  exchange  rates  and  attempted  to 
maintain  these  rates  by  a  network  of  trade  restrictions,  but  even  these  restric¬ 
tions  failed  to  hold  unrealistic  exchange  rates  with  the  result  that  the  sterling 
area  devalued  about  30  per  cent  in  1949. 

The  devaluation  resulted  in  a  temporary  improvement  in  the  balance 
of  payments  but  the  lack  of  ability  of  European  Governments  to  control  their 
own  international  price  levels  compared  with  the  price  levels  of  the  dollar 
area  has  almost  wiped  out  all  the  advantage  gained  by  the  devaluation  of  three 
years  ago. 

First  and  foremost  the  non-dollar  areas’  most  important  contribution  to 
the  solution  of  the  problem  of  dollar  balance  would  be  to  achieve  a  structure 
of  costs  and  prices  that  is  in  line  with  world  market  conditions.  This  objective 
can  only  be  attained  by  a  real  conscious  effort  to  restrain  inflationary  pressures 
by  sound  fiscal  and  monetary  policies.  A  lower  cost-price  structure  would 
improve  the  competitive  position  of  European  nations  in  the  dollar  area 
markets. 

The  other  important  contribution  of  Western  European  N.A.T.O.  nations 
would  be  to  embark  on  a  broad  liberalization  of  trade  policy  within  Europe 
itself.  They  complain  about  North  America,  but  in  many  cases  they  are 
doing  the  same  thing  themselves.  The  progressive  lowering  of  tariff  barriers 
within  Europe  and  the  elimination  of  import  quotas  would  do  much  to  stimu¬ 
late  competition  and  increase  efficiency  of  production.  A  start  could  be  made 
in  the  direction  of  a  common  European  market  for  all  goods  by  selecting  a 
few  key  products  at  a  time  and  forming  a  customs  union  for  these  products — 
in  other  words  eliminate  all  tariffs  and  trade  restrictions  within  Western 
Europe  for  such  products.  They  have  done  much  with  coal  and  steel.  If  all 
the  European  N.A.T.O.  nations  could  not  agree  on  a  customs  union  for  particular 
products — then  only  those  members  who  would  agree  could  make  up  the  free 
trade  area.  In  other  words,  the  coal  and  steel  plan  and  the  Schuman  plan 
do  not  include  them  all.  It  includes  six — hut  you  could  have  a  customs  union 
with  only  three  countries. 

Thus  we  see  that  Western  Europe’s  contribution  to  the  balance  of  pay¬ 
ments  problem  is  to  put  her  own  house  in  order  by  maintaining  internal 
financial  stability  and  by  making  a  concerted  effort  to  liberalize  trade  within 
her  own  community. 

Responsibilities  of  North  America 

The  United  States  is  now  by  long  odds  the  wealthiest  and  most  powerful 
nation  in  the  world.  Both  from  the  point  of  view  of  its  imports  and  exports 
the  impact  of  its  trade  has  a  vital  influence  on  the  economies  of  the  Western 
world.  Over  the  years  the  United  States  has  gradually  changed  from  a  debtor 
to  a  creditor  nation  and  for  this  reason  there  needs  to  be  a  basic  change  in  her 
economic  policies  if  she  is  to  be  able  to  give  the  necessary  leadership  to  the 
Western  world. 
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During  the  post-war  period  of  reconstruction  the  United  States  has  lived 
up  to  its  responsibilities  in  keeping  with  its  economic  strength  by  the  generous 
use  of  large  outright  grants  and  to  a  lesser  extent  loans,  for  the  rehabilitation 
of  Western  Europe,  the  Middle  East  and  Japan.  It  has  cost  the  American 
taxpayers  between  $5  and  $6  billion  a  year,  but  this  policy  cannot  go  on 
indefinitely.  It  must  come  to  an  end.  Both  the  American  taxpayer  and  the 
recipient  nations  are  apparently  agreed  that  a  more  realistic  and  lasting 
solution  must  be  found  to  the  so-called  “dollar  problem”. 

Hon.  Mr.  Euler:  Is  it  not  at  an  end  now? 

Dr.  Hope:  No;  they  are  still  giving  military  aid,  off-shore  purchases  and 
economic  aid,  enough  to  balance  total  payments.  Their  economic  aid  has 
dropped  to  $2  billion,  but  they  are  increasing  their  military  aid.  Now  we 
hear  that  Eisenhower  and  Dulles  are  proposing  to  stretch  out  this  aid  to  Europe. 

Hon.  Mr.  Euler:  But  it  is  only  of  a  military  nature. 

Dr.  Hope:  Both  will  be  reduced;  but  they  are  reducing  to  $2  billion  their 
economic  aid.  I  believe  it  is  still  standing  at  $2  billion  for  this  year. 

We  pointed  out  that  the  solution  to  the  problem  is  a  co-operative  project. 
We  have  indicated  how  the  countries  of  Europe  can  do  their  part.  The  respon¬ 
sibility  of  the  United  States  is  to  create  conditions  which  will  make  it  possible 
for  the  rest  of  the  world  to  earn  its  requirements  of  dollars  through  normal 
international  trade  and  commerce. 

Economic  Stability 

The  United  States  is  the  world’s  largest  buyer  of  such  raw  materials  as 
tin,  wool,  rubber  arid  cocoa  which  are  produced  in  the  sterling  area.  It  is 
also  a  large  buyer  of  many  other  raw  materials  such  as  copper,  lead,  zinc, 
forest  products  and  oil.  Over  a  period  of  time  that  country  is  going  to  become 
a  greater  buyer.  Its  own  resources  are  going  down  and  are  not  keeping  pace 
with  its  economic  development.  In  time  it  should  therefore  become  a  much 
more  important  buyer  of  raw  materials.  Changes  in  the  rate  of  buying  of  these 
products  by  the  United  States  has  a  very  significant  effect  on  the  balance  of 
payments  of  the  non-dollar  areas  of  the  world.  It  was  largely  the  violent 
change  in  the  United  States  buying  of  these  products  in  1950,  1951  and  1952 
which  caused  a  rapid  improvement  in  the  dollar  balances  in  1950  and  then 
a  sharp  reversal  in  1951  followed  by  the  restrictions  on  imports  by  sterling 
countries  in  1952.  Canada  has  felt  that  too.  Therefore  the  United  States 
would  make  a  significant  contribution  to  stability  in  international  payments 
if  it  would  pursue  a  policy  of  more  orderly  purchases  of  raw  materials  for 
stock  piling.  In  the  longer  view  also  government  action  to  keep  recessions 
within  reasonable  bounds  would  have  a  significant  effect  on  stability  in  inter¬ 
national  payments.  Any  material  drop  in  United  States  imports  as  a  result 
of  even  a  moderate  depression  would  have  a  serious  impact  on  the  economies 
of  many  countries  whose  dollar  reserves  are  low.  They  are  so  low  today 
that  if  the  United  States  encountered  a  depression  and  started  to  curtail  her 
imports,  it  would  mean  trouble  for  some  countries. 

The  United  States  is  now  a  much  more  important  factor  in  the  total 
world  economy  and  her  responsibility  in  that  connection  is  therefore 
greater  than  it  was  in  1929,  and  it  was  more  important  in  1929  than  it 
was  in  1890.  The  bigger  she  gets  the  more  her  responsibility  grows. 

Foreign  Investment 

Most  of  the  foreign  investments  of  the  United  States  have  been  made  in 
Canada  or  South  and  Central  America  and  in  the  Middle  East.  That  is  mostly 
for  the  development  of  oil.  Certainly  an  expansion  of  United  States  investment 
in  the  non-dollar  area  would  be  of  material  help  in  solving  the  dollar  problem 
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— providing  private  investors  would  be  willing  to  take  the  risks.  But  it  is 
likely  that  if  any  large  scale  investments  should  be  made  they  would  have 
to  be  backed  by  the  government  against  non-commercial  risks; 

in  other  words,  political  risks.  A  man  will  invest  his  money  on  a 
straight  commercial  risk;  he  figures  on  that.  But  it  is  another  matter 
to  ask  him  to  make  an  investment  and  take  into  account  political  risks 
in  foreign  lands,  such  as  was  taken  in  Iran.  Yet  the  people  of  some 
countries  are  asking  us  to  do  that  very  thing.  Likewise  the  government 
of  the  receiving  country  might  have  to  negotiate  a  special  treaty  with 
the  United  States  to  allow  the  complete  convertibility  of  earnings  from 
the  investment.  In  other  words,  if  the  people  have  invested  money  in 
countries  like  South  American,  how  are  they  going  to  know  when  the 
business  is  showing  a  profit,  and  if  it  does  show  a  profit,  how  are  they 
to  get  their  dividends  out  of  that  country?  The  government  of  today 
might  sign  an  agreement  providing  for  it,  but  if  a  new  government  comes 
into  power  they  will  tear  up  that  agreement  as  a  scrap  of  paper. 

In  view  of  the  unsettled  world  political  situation  it  is  unlikely  that  private 
investors  will  look  with  favour  on  foreign  investments  in  some  Western 
European  countries  or  the  Middle  East.  Nor  is  the  American  Government 
likely  to  make  large  foreign  investments  except  as  they  are  a  part  of  the 
point-four  program  for  undeveloped  countries.  In  other  words,  if  it  goes  down 
the  drain,  it  is  gone;  but  with  a  straight  economic  investment,  I  doubt  if  they 
would  allow  that  to  happen. 

Need  for  a  New  U.S.  Tariff  Policy 

The  extent  of  the  present  unbalance  in  international  commercial  payments 
is  readily  seen  if  we  eliminate  United  States  economic  and  military  aid  and 
Government  defence  expenditures  in  the  non-dollar  world.  On  the  basis  of 
commercial  payments  alone  the  non-dollar  world  has  a  present  deficit  of 
between  $5  and  $6  billion  which  amounts  to  about  50  per  cent  of  present 
United  States  imports  of  goods  or  one-third  of  imports  of  goods  and  services. 
That  means,  one-third  of  her  credits  on  imports  and  services  combined.  That 
illustrates  how  big  it  is. 

Unless  the  non-dollar  countries  are  able  to  increase  their  earnings  of 
U.S.  dollars  to  compensate  for  the  anticipated  reduction  in  United  States  econo¬ 
mic  and  military  aid,  the  United  States  will  face  a  serious  reduction  in  her 
export  trade  due  to  restrictions  against  her  exports  by  the  non-dollar  world. 

It  is  happening  today  in  the  export  of  her  farm  products.  Her 
exports  in  that  regard  have  dropped  off  materially  within  the  past  twelve 
months,  because  overseas  people  haven’t  the  money  to  buy  their  farm 
products. 

Hon.  Mr.  Haig:  That  applies  to  Canada  too. 

Dr.  Hope:  Yes,  in  some  cases. 

A  curtailments  of  exports  would  result  in  a  business  recession  which  would 
be  followed  by  curtailment  of  imports  with  a  reaction  upon  Europe.  Thus 
a  vicious  spiral  of  world- wide  deflation  would  set  in  just  as  it  did  in  1929  when 
the  inability  of  Europe  to  service  its  war  debts  in  U.S.  dollars  was  one  of  the 
major  factors  initiating  the  world- wide  depression. 

Fortunately  an  increasingly  large  number  of  responsible  American  citizens 
are  becoming  a^are  of  this  impending  danger.  There  is  no  need  for  us  to  list 
in  detail  the  important  citizens  of  the  United  States,  nor  the  influential  organiza¬ 
tions  or  groups  which  have  recently  made  public  statements  in  this  matter,  but 
we  would  like  to  refer  to  what  we  consider  the  most  significant  and  important 
of  all  these  statements. 
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In  1952,  President  Truman  appointed  an  authoritative  committee  to  study 
and  report  on  “a  Trade  and  Tariff  Policy  in  the  National  Interest”.  As  your 
committee  will  no  doubt  review  this  report  it  will  not  be  necessary  for  us 
to  discuss  in  detail  all  its  findings. 

Some  people  in  the  States  thought  that  Eisenhower  would  not 
publish  the  report,  because  the  committee  was  one  which  was  appointed 
by  Mr.  Truman  a  year  or  so  ago;  but  President  Eisenhower  released  it 
to  the  public  recently.  We  would  like  to  list  the  important  recom¬ 
mendations,  which  were  as  follows: 

(1)  That  a  new  simplified  tariff  act  be  adopted,  providing  for  a  general 
reduction  of  duties. 

(2)  That  tariffs  be  reduced,  and  quotas  on  agricultural  products  be 
liberalized  to  allow  freer  import  of  goods  that  are  not  produced  in 
the  United  States  in  sufficient  quantities  at  world  prices. 

(3)  That  tariffs  be  reduced  and  in  some  cases  ultimately  eliminated  on 
metals  and  minerals  of  which  imports  are  a  major  part  of  U.S. 
supplies. 

(4)  That  the  President  be  authorized  to  enter  into  reciprocal  trade  agree¬ 
ments  without  limit  of  time  and  with  power  to  reduce  tariffs,  within 
specific  limits,  in  return  for  reduction  in  tariffs  or  restrictions  by 
other  countries. 

(5)  That  a  customs  simplification  procedure  bill  be  passed  by  Congress. 

It  has  been  brought  up  before,  but  it  never  seems  to  get  very 

far. 

(6)  That  special  cargo  preference  for  domestic  carriers  for  American 
loan  and  aid  shipments  be  withdrawn. 

They  have  a  special  provision  whereby  aid  in  kind  to  Europe 
must  be  transported  in  American  ships.  Europe  gets  a  lot  of  its 
dollar  credits  from  the  shipping  trade  and  objects  to  this.  But  prefer¬ 
ence  is  supported  on  the  ground  that  the  needs  of  the  last  war  showed 
that  the  lack  of  American  shipping  was  so  great  that  the  building 
up  of  their  shipping  in  case  of  war  amounts  to  a  national  necessity. 

(7)  That  the  Congress  take  the  necessary  steps  to  enable  the  United 
States  to  join  in  establishing  an  international  organization  to  promote 
the  objectives  of  the  General  Agreement  on  Tariffs  and  Trade 

(G.A.T.T.) . 

In  other  words,  the  United  States  had  the  opportunity  of  ratifying 
the  Havana  charter,  but  did  not.  It  is  suggested  that  they  shall  meet 
again  and  bring  up  the  matter  of  this  international  agreement,  and 

joint  it. 

We  cannot  do  more  than  say  that  we  support  the  basic  program  for  the 
liberalization  of  American  international  trade  policy  as  outlined  in  the  above 
recommendations.  If  the  American  government  should  implement  these 
recommendations  then  the  future  for  balance  in  international  transactions 
will  be  very  bright.  If  they  do  not,  the  future  is  indeed  bleak. 

Price  Support  Programs  for  Agricultural  Products 

The  above-mentioned  Committee  admitted  that  “imports  of  commodities 
for  which  there  are  domestic  price  assistance  programs  pose  a  major  problem”. 
The  United  States  protects  its  agriculture  by  a  parity  price  support  program. 
The  support  mechanism  is  a  complicated  framework  of  purchase,  marketing 
agreements  and  loans  backed  by  quantitative  import  restrictions,  tariffs  and 
73088—2 
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import  fees.  The  committee  did  not  make  any  significant  recommendations 
with  respect  to  changes  in  trade  policy  in  agricultural  products.  What  changes 
were  suggested  would  not  likely  be  accepted  by  American  agriculture. 

In  other  words,  they  did  not  comment  on  the  basic  thing,  which 
was  their  high  price  support  program.  It  was  not  dealt  with  at  all 
in  that  report.  They  said,  “We  have  to  have  price  supports  to  main¬ 
tain  our  system.”  They  did  not  criticize  the  90  per  cent  of  parity  nor 
even  the  formula  they  use.  What  they  suggested  was  that  they  should 
revoke  section  104  of  the  Defence  Act,  under  which  they  are  allowed  to 
have  quotas  and  restrictions  on  dairy  products,  and  other  products  as 
well.  Under  that  act  some  products  have  been  completely  banned. 
For  the  same  purpose,  if  they  wished  they  could  use  section  22  of  the 
Agricultural  Adjustment  Act.  Today  the  administration  is  trying  to 
persuade  Congress  to  abolish  section  104  of  the  Defence  Act,  so  that 
they  will  not  have  power  under  that  act  to  restrict  imports  of  food 
products.  On  the  other  hand  they  are  asking  the  Tariff  Board  to 
give  them  complete  study  on  every  single  agricultural  product  from 
overseas  which  is  being  restricted  today.  Section  22  of  the  Agricultural 
Adjustment  Act — the  old  triple  “A”,  is  used  to  regulate  imports  and 
to  support  their  price  control  program.  Under  that  act  they  can 
restrict  imports  to  the  extent  of  50  per  cent  of  a  previous  period  only, 
whereas  under  section  104  of  the  Defence  Act  they  could  ban  them 
completely.  I  believe  the  present  administration  is  trying  to  wean,  if 
possible,  the  American  farmers  away  from  some  of  their  extremely 
restrictive  practices;  but  again,  politically,  it  is  an  extremely  difficult 
thing,  because  during  the  election,  as  you  know,  Eisenhower  went  out 
west  and  promised  that  the  government  would  not  do  anything  less 
than  the  Democrats  would;  that  is,  support  the  price  of  agricultural 
products  for  the  next  two  years  at  90  per  cent  of  parity.  In  the  case 
of  some  products  the  support  may  vary  from  75  to  90  per  cent;  for 
instance  butter.  But,  that  promise  having  been  made  during  the 
election,  it  is  a  difficult  and  slow  process  to  gradually  recede  from 
some  of  the  pledges  they  made  at  that  time. 

World  production,  consumption  and  trade  in  agricultural  products  is 
probably  one  of  the  most  dominant  economic  factors  in  the  world  economy. 
Because  of  the  world-wide  inelastic  nature  of  agricultural  production,  and 
because  of  variability  of  production  due  to  weather,  prices  for  the  raw  materials 
of  the  farm  are  highly  unstable. 

These  things  cannot  be  changed  overnight.  We  know,  for  instance, 
that  in  Canada  the  farmer  cannot  change  his  plans  very  readily;  he 
starts  with  one  product  and  goes  on  for  quite  a  while,  regardless  of 
price.  The  same  thing  is  true  of  the  world  market.  Even  if  there  is 
depression,  certain  farm  products  will  continue  to  be  produced,  with 
the  result  that  production  is  inelastic,  and  it  has  a  very  serious  price 
effect. 

Since  the  1930’s  practically  all  countries  of  the  world  have  by  unilateral 
action  established  domestic  programs  in  an  endeavour  to  protect  their  agricul¬ 
tural  producers  against  the  extremes  of  the  completely  free  market.  The 
programs  vary  widely  from  country  to  country. 

It  is  all  very  well  saying  that  this  or  that  thing  should  not  be  done. 
A  person  can  make  a  very  sound  argument  on  the  basis  of  economics  that 
price  should  govern  all  these  things.  But  politically,  in  the  world  as  it  is 
today,  it  cannot  be  done.  That  is  the  end  of  it. 

Hon.  Mr.  Haig:  Hear,  hear. 
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Dr.  Hope:  The  peoples  apparently  have  refused  any  longer  to  allow  a  com¬ 
pletely  free  market  to  regulate  production.  That  does  not  mean  to  say  that  all 
of  them  want  complete  planning. 

Hon.  Mr.  Crerar:  If  we  proceed  on  that  course,  Dr.  Hope,  what  is  the  end 
of  the  journey? 

Dr.  Hope:  I  would  say  there  are  two  ways.  If  we  proceed  on  the  course 
of  a  completely  free  market  determining  all  these  things,  I  think  we  would 
have  communism  in  Europe  very  soon,  and  probably  in  the  rest  of  the  Avorld. 
It  is  a  hard  thing  to  say,  but  it  is  confirmed  by  the  many  turnovers  of  govern¬ 
ments.  The  people  are  partly  ignorant,  and  partly  influenced  by  a  not  unnat¬ 
ural  feeling  that  there  is  something  coming  to  them,  too,  because  they  know 
that  other  groups  have  got  protection.  Industry  and  labour  have  had  protec¬ 
tion,  and  the  farmers  feel  that  they  should  have  it,  and  if  they  do  not  get  it  they 
are  going  to  turn  a  government  out. 

Hon.  Mr.  Crerar:  What  interests  me  in  your  argument  is  that,  if  this  is 
necessary  to  promote  stability,  what  is  to  be  the  end  of  the  road? 

Dr.  Hope:  If  you  want  to  go  the  “whole  hog”  and  try  to  get  complete 
stability,  or,  as  is  advocated  in  some  countries,  share  the  risks  to  the  extent 
that  you  eliminate  practically  all  risks,  you  will  finally  come  to  a  completely 
planned  economy  and  complete  socialism;  and  you  can  drift  into  communism. 

Hon.  Mr.  Crerar:  And  steadiy  diminishing  freedom  and  liberty  in  the 
world? 

Dr.  Hope:  Yes.  But  there  is  one  thing  which  is  astonishing  in  this  con¬ 
nection.  I  often  used  to  think  that  way,  until  I  read  the  report  of  an  editor 
from  Canada  who  went  to  Sweden  about  three  years  ago  and  interviewed  the 
Prime  Minister.  As  you  know,  Sweden  has  what  is  called  a  Social  Democratic 
Government,  and  has  had  it  for  some  years.  But  Sweden  is  often  said  to  have 
a  “middle-of-the-road”  government.  It  has  been  in  power  for  some  years,  and 
in  their  political  campaigns  its  supporters  used  to  employ,  to  get  into  power, 
arguments  on  the  pattern  of  an  extreme  planned  economy;  but  when  they  got 
into  power  they  did  not  do  all  these  things.  When  the  editor  from  Canada 
asked  their  Prime  Minister,  “You  have  now  got  complete  control;  if  you  want 
state  ownership  of  everything  you  can  get  it  by  passing  the  necessary  laws; 
yet,  although  you  have  been  in  power  a  long  time,  you  have  gone  only  about 
one-quarter  of  the  way  in  that  direction;  why  do  you  not  go  ahead?”  The 
Prime  Minister’s  answer  was,  “We  have  gone  about  as  far  as  we  feel  the  people 
want  us  to  go.  We  know  that  if  we  go  further  we  can  lose  liberty  and  free¬ 
dom.”  That  was  the  admission  of  a  man  who  basically  was  a  strong  planner 
and  Socialist,  but  who  had  realized  through  experience,  and  whose  people  had 
come  to  realize  after  having  had  a  good  healthy  instalment  of  a  planned 
economy,  that  beyond  a  certain  point  it  is  dangerous  to  go.  To  me  that  is  a 
rather  hopeful  sign,  because  I  fear  that  to  continue  in  the  way  that  some 
states  are  going  means  that  they  will  end  where  Russia  is.  But  most  people 
who  are  sufficiently  intelligent,  and  who  love  freedom,  are  ready  to  stop  when 
the  government  has  gone  so  far,  and  will  accept  a  certain  amount  of  instability 
and  of  insecurity  as  the  price  of  fredeom.  One  thing  offsets  another. 

Hon.  Mr.  Crerar:  But  ten  years  later  they  may  be  willing  to  go  several 
steps  further. 

Dr.  Hope:  Well,  of  course  they  have  their  own  choice.  They  can  do  so  if 
they  wish  to. 

Hon.  Mr.  Burchill:  Could  not  that  reasoning  be  applied  also  to  Great 
Britain? 
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Dr.  Hope:  Yes,  but  I  think  the  people  realized  that  the  Labour  Government 
had  imposed  enough  controls.  I  am  not  trying  to  predict  that  the  Labour 
Government  will  not  come  back  to  power;  probably  there  will  be  another  little 
swing  in  that  direction. 

Hon.  Mr.  Haig:  You  have  a  good  illustration  in  Canada.  There  is  no  need 
to  go  to  Britain. 

Dr.  Hope:  But  basically,  if  people  value  their  freedom,  there  are  some 
freedoms  they  won’t  give  up. 

Hon.  Mr.  Haig:  Why  do  you  not  mention  Alberta?  In  1934  you  were  in 
Saskatchewan  and  I  was  in  Manitoba.  I  heard  that  in  Alberta  they  promised 
$25  a  month  to  everybody.  Did  they  carry  that  out? 

Dr.  Hope:  No. 

An  Hon.  Senator:  They  have  found  oil. 

Hon.  Mr.  MacKinnon:  They  have  done  better! 

Hon.  Mr.  Crerar:  Do  you  think  that  the  general  sense  of  the  value  of 
freedom  is  as  strong  today  as  it  was,  say  thirty  years  ago? 

Dr.  Hope:  Probably  it  is  not  quite  so  strong.  It  is  hard  to  say.  I  was  not 
living  here  thirty  years  ago. 

Hon.  Mr.  Crerar:  I  mean,  generally  in  the  United  States,  in  Canada  and  in 
Great  Britain? 

Dr.  Hope:  Today  the  amount  of  literature  discussing  freedom  and  liberty 
is  terrific.  We  are  deluged  with  articles,  advertisements,  and  speeches  on 
the  subject.  Forty  years  ago,  as  I  remember,  it  was  hardly  discussed.  I  think 
that  today  people  are  more  conscious  of  the  danger.  That  is  why  I  have  the 
impression  that  they  will  go  only  so  far  in  getting  what  they  want  and  in 
surrendering  some  of  their  basic  freedoms.  Maybe  I  am  wrong,  but  I  have 
faith  in  the  individual.  I  believe  there  are  certain  basic  freedoms  he  will  not 
sacrifice,  although  he  is  willing  to  go  a  certain  way. 

Hon.  Mr.  Beaubien:  But  he  might  lose  them  gradually,  without  knowing 
what  the  results  would  be. 

Dr.  Hope:  Yes,  he  might.  We  have  to  take  that  chance,  of  course. 

Hon.  Mr.  MacKinnon:  Have  we  finished  with  the  brief? 

Dr.  Hope:  For  some  years  the  International  Federation  of  Agricultural 
Producers  of  which  the  Canadian  Federation  of  Agriculture  is  an  active  mem¬ 
ber,  has  advocated  the  establishment  of  an  international  program  designed  to 
encourage  expanding  production,  distribution  and  utilization  of  food  in  the 
interest  alike  of  consumers  and  producers.  Plans  for  such  a  program  have 
envisioned  an  effective  international  agency,  equipped  and  financed  to  handle 
the  disposal  of  agricultural  surpluses,  to  ensure  that  they  are  directed  to  areas 
of  greatest  need  and  in  such  a  way  that  they  would  not  be  allowed  to  undermine 
the  world  price  structure. 

Two  plans  for  a  complete  international  program  have  been  considered  by 
the  Food  and  Agricultural  Organization  of  the  United  Nations.  The  first  was 
the  proposal  for  a  world  food  board  put  forward  by  Lord  Boyd  Orr  and  the 
second  was  the  proposal  for  an  international  commodity  clearing  house  recom¬ 
mended  by  an  FAO  committee  of  commodity  experts.  In  both  cases  govern¬ 
ments  in  FAO  backed  away  from  these  proposals.  However,  the  FAO  organiza¬ 
tion  is  at  present  attempting  to  work  out  plans  for  an  emergency  famine 
reserve,  which  would  meet  part  of  the  requirements  of  such  a  program.  Sig¬ 
nificant  too  is  the  fact  that  a  group  of  congressmen  in  Washington  are  at  the 
present  time  attempting  to  revive  and  promote  the  idea  of  setting  up  an  inter¬ 
national  food  reserve. 
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A  worthwhile  international  food  program  would  be  valuable  from  a  number 
of  angles.  It  would: 

(a)  Supplement  and  encourage  trade  in  food  stuffs. 

(b)  Help  to  bring  about  more  stability  in  international  payments. 

(c)  Encourage  expanding  agricultural  production  in  exporting  countries 
by  removing  the  risk  of  unsaleable  surpluses  piling  up  undermining 
prices  and  disrupting  production. 

(d)  Provide  stocks  which  could  be  used  for  an  international  emergency 
famine  reserve,  and 

(e)  Help  to  allay  hunger  amongst  under-nourished  people  which  is  one 
of  the  practical  means  of  meeting  the  challenge  of  Communism. 

The  unstabilizing  effects  of  rapid  changes  in  prices  of  farm  products  enter¬ 
ing  into  international  trade  cannot  help  but  cause  sharp  changes  in  the  balance 
of  payments  between  countries.  Already  we  know  that  through  its  domestic 
price  support  program  the  United  States  Government  is  accumulating  large 
supplies  of  wheat  and  certain  dairy  products,  as  well  as  a  large  quantity  of 
corn.  Should  the  United  States  Government  decide  to  dump  these  products 
on  the  world  market — and  that  government  today  holds  $1,600  million  worth 
of  farm  products — it  would  have  grave  repercussions  on  the  entire  price  struc¬ 
ture  for  farm  products.  Moreover  on  the  basis  of  the  present  United  States 
parity  program  even  a  moderate  drop  in  domestic  demand  would  result  in  a 
very  rapid  accumulation  of  a  wide  variety  of  agricultural  products  in  the  hands 
of  the  government.  The  same  can  be  said  with  respect  to  a  fall  in  domestic 
demand  in  Canada  if  the  Government  should  step  in  to  support  farm  income 
in  such  an  emergency.  In  the  competitive  race  to  dispose  of  these  surplus 
products  off-shore  at  fire  sale  prices,  the  whole  balance  of  payments  structure 
would  be  disrupted  because  country  after  country  would  rapidly  move  to  impose 
restrictions  on  imports  to  protect  their  own  farm  economy  against  such  sub¬ 
sidized  dumping. 

It  is  true  that  G.A.T.T.  discourages  such  practices,  but  then  G.A.T.T.  has 
never  been  officially  ratified  by  the  United  States.  Even  if  it  had  been  ratified 
the  system  would  likely  break  down  because  G.A.T.T.  alone  leaves  a  vacuum. 
It  discourages  such  practices  in  an  international  emergency,  but  at  the  present 
time  no  international  agency  is  set  up  to  cope  with  such  an  emergency. 

Therefore  we  would  suggest  that  as  a  means  of  removing  future  conflicts 
in  policies  with  respect  to  international  trade  in  farm  products  that  the  nations 
of  the  world  should  again  actively  explore  the  possibilities  of  establishing  some 
international  agency  which  on  a  world-wide  multi-lateral  basis  would  shoulder 
the  task  of  the  distribution  of  periodic  agricultural  surpluses  in  such  a  manner 
as  to  cause  the  minimum  of  disruption  to  world  trade  in  these  products.  With¬ 
out  such  an  agency  we  feel  that  farm  price  and  income  support  programs  in 
various  countries  can  only  lead  to  future  restrictions  in  international  trade 
in  farm  products. 

Canada's  Role 

Although  on  a  smaller  scale  than  the  United  States,  Canada  has  an  im¬ 
portant  part  to  play  in  restoring  the  dollar  balance  of  the  free  world.  Generally 
speaking,  we  feel  that  Canada  has  pursued  an  enlightened  policy  with  respect 
to  international  trade.  Our  tariff  structure  is  not  unduly  high.  Our  customs 
procedure  is  efficient  and  effective.  Appeals  to  the  Tariff  Board  are  relatively 
free  from  long  delays  and  red  tape.  From  our  experience  in  dealing  with  the 
Tariff  Board,  the  Department  of  Finance  and  National  Revenue 

— and  we  have  had  a  good  deal  of  experience  with  those  three 
departments — we  would  say  Canada’s  administrative  procedure  with 
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respect  to  tariffs  and  trade  is  carried  out  in  an  expeditious,  fair  and 
efficient  manner.  I  have  spoken  to  the  agents  in  Canada,  some  of  the 
major  importers  and  I  have  asked  them  whether  they  would  criticize 
our  tariff  procedure.  They  have  told  me  that  it  was  not  bad  at  all, 
that  we  had  a  very  good  system  with  respect  to  administration. 

Canada  is  one  of  the  signatories  to  the  Geneva  Trade  Agreements  and 
as  such  has  taken  an  active  part  in  attempting  to  bring  about  a  greater  freedom 
of  trade  through  a  lowering  of  tariffs  and  minimizing  other  restrictions  to 
trade. 

Although  we  have  stated  that  we  do  not  consider  that  Canada  has  a  high 
customs  tariff  structure,  yet  we  feel  that  there  are  quite  a  number  of  customs 
duties  which  could  be  lowered  without  doing  serious  injury  to  the  industry 
concerned.  We  might  mention  a  few  of  them. 

Aluminum — Canada  is  one  of  the  leading  countries  in  the  world  in  the 
manufacture  of  aluminum  and  probably  the  lowest  cost  producer. 

— for  instance,  Canada  has  the  lowest  cost  hydro  electric  power 
production  in  the  world  today,  power  is  a  very  important  cost  in 
aluminum  production.  The  London  Economist  has  published  a  special 
issue  giving  the  details  on  it.  Under  British  Preference  semi-fabri¬ 
cated  aluminum  is  free  but  the  M.F.N.  duties  range  from  2  cents  per 
pound  to  30  per  cent  ad  valorem  on  some  types.  Under  British  Preference 
manufactures  of  aluminum,  such  as  kitchen  ware  bear  a  duty  of  15  to  20 
per  cent  and  under  M.F.N.  tariff  the  rates  run  22£  per  cent  to  27£ 
per  cent.  And  we  have  the  cheapest  raw  products  in  the  world  today.  We 
export  far  more  aluminum  products  than  we  import.  Surely  here  is  an 
industry  which  could  very  well  stand  some  reduction  in  its  protection. 

Copper — Canada  is  a  low  cost  copper  producer  with  a  heavy  export  trade 
in  practically  all  copper  products,  such  as  bars,  tubing  and  wires.  Some 
categories  are  free  under  British  Preference,  some  bear  duties  of  5  to  20 
per  cent.  Under  M.F.N.  the  duties  range  from  10  to  20  per  cent. 

Lumber — Canada  is  one  of  the  world’s  largest  producers  of  this  basic 
material.  It  is  one  of  our  most  important  export  products.  There  are  no 
duties  on  lumber  entering  Canada — unless  it  is  dressed  on  both  sides — then 
the  duty  is  10  per  cent.  If  it  is  dressed  on  the  one  side  it  is  duty  free. 

Canada  is  a  major  producer  of  plywoods  and  wood  veneers.  We  pioneered 
in  that  development.  Last  year  we  exported  $16  million  worth  of  this  product 
— ten  times  as  much  as  we  imported,  yet  Canadian  duties  range  from  15  to 
25  per  cent. 

Rubber  Tires  and  Tubes — The  raw  rubber  enters  Canada  duty  free  but 
tires  and  tubes  Tor  autos,  buses  and  bicycles  bear  a  duty  of  22\  per  cent  British 
Preference  and  25  per  cent  M.F.N.  Last  year  we  exported  these  products 
to  the  extent  of  $12  million,  considerably  more  than  we  imported.  Our  exports 
of  tires  and  tubes  were  a  little  more  than  $5  million  to  the  U.S.  and  imports 
a  little  less  than  $7  million. 

It  can  be  seen  that  we  have  almost  balanced  our  trade  with  that 
country,  and  they  have  duties  against  us  in  the  same  way  as  we  have 
against  them. 

Textiles — Raw  wool  and  cotton  enter  Canada  duty  free  but  practically 
every  manufactured  article  from  these  materials  under  the  British  Preference 
are  dutiable  at  5  to  20  per  cent.  Under  M.F.N.  the  rates  range  from  10  per 
cent  to  27|  per  cent.  In  some  cases  the  duties  are  27J  per  cent  plus  3  cents 
per  pound. 
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We  have  cited  just  a  few  examples  to  indicate  where  we  believe  some 
tariff  reductions  could  be  made  without  too  much  hardship.  It  is  to  be  hoped 
that  at  the  next  meeting  of  the  participating  nations  of  G.A.T.T.  that  Canada 
will  take  the  lead  by  offering  a  number  of  tariff  concessions  in  return  for 
similar  treatment  from  other  countries.  It  is  our  belief  that  if  a  close  study 
were  made  of  the  entire  tariff  structure  many  places  would  be  found  where  in 
the  national  interest  duties  could  be  lowered  to  increase  competition  in  the 
Canadian  market  from  foreign  or  British  goods. 

It  is  of  interest  to  remember  that  for  some  years  now  all  farm  machinery 
(with  the  notable  exception  of  farm  wagons,  which  bears  15  per  cent  duty)  has 
entered  Canada  duty  free  from  all  countries.  The  Canadian  farm  machinery 
industry  has  flourished  and  now  exports  to  many  countries.  Considerable  farm 
machinery  is  also  imported  into  Canada.  We  are  convinced  that  other  domestic 
industries  could  also  stand  more  world  competition  without  serious  injury. 

Hon.  Mr.  Campbell:  Could  that  not  be  continued  by  means  of  a  right  to 
export  to  other  countries? 

Dr.  Hope:  I  fully  agree  with  that.  But  when  we  come  to  GATT,  we  take  it 
commodity  by  commodity:  We  will  lower  the  tariff  here  if  the  other  country 
will  give  us  a  break  there.  We  cannot  give  away  our  souls;  we  have  to  make 
a  deal.  I  think  we  could  deal  to  advantage,  ’as  between  Canada  and  the 
United  States,  and  with  other  countries.  I  think  GATT  has  made  some  progress 
with  respect  to  trade  restrictions;  but  we  are  seeking  to  have  the  process 
continued  in  order  to  get  lower  tariffs.  Of  course  I  do  not  say  that  we  have 
yet  a  customs  union  with  the  United  States,  although  I  notice  that  on  nearly 
all  farm  products,  the  United  States  tariff  is  about  the  same  as  our  own. 
Perhaps  the  tariffs  could  be  lowered  both  ways,  and  be  of  advantage  to  both 
countries. 

Hon.  Mr.  Euler:  Do  you  say  as  a  matter  of  general  fact  the  United  States 
duties  against  our  products  are  the  same  as  we  place  against  theirs? 

Dr.  Hope:  On  farm  products  only,  they  are  almost  identical;  that  covers 
hogs,  cattle  and  so  on. 

Hon.  Mr.  Euler:  But  that  does  not  apply  to  many  other  commodities. 

Dr.  Hope:  No;  on  the  others  they  are  on  an  average  higher. 

Hon.  Mr.  MacLean:  The  United  States  duties  are  higher? 

Dr.  Hope:  Their  duties  are  higher  than  ours  on  industrial  products. 

Hon.  Mr.  Campbell:  But  farm  machinery  is  free? 

Dr.  Hope:  It  is  free  all  oyer  the  world.  We  are  free  with  Britain  too: 
She  has  the  opportunity  of  shipping  farm  machinery  in  here.  If  she  can  bring 
in  a  good  tractor  in  competition  with  Canadian  and  American  manufacturers, 
she  may  do  so.  Her  only  handicap  is  by  way  of  setting  up  proper  servicing 
and  repair  outlets.  I  myself  had  an  experience  with  an  English  tractor  on 
my  farm.  It  has  a  special  oversize  tire,  and  I  was  not  able  to  get  a  replacement 
short  of  sending  to  England  for  it. 

Hon.  Mr.  Euler:  Is  it  not  true  that  while  the  tariffs  between  Canada  and 
the  United  States  with  respect  to  farm  products  are  about  equal,  that  the 
United  States  maintains  certain  restrictions? 

Dr.  Hope:  On  some  products,  yes. 

Hon.  Mr.  Euler:  For  example,  there  are  all  sorts  of  restrictions  exercised 
at  the  border. 

Dr.  Hope:  They  have  health  regulations,  and  so  forth. 

Hon.  Mr.  Euler:  They  are  not  necessarily  tariff  restrictions. 

Dr.  Hope:  They  have  valuation  procedures  and  so  on  which  are  difficult 
to  go  into. 
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Canadians  are  very  prone  to  criticise  the  tariff  policy  of  the  United  States, 
but  we  are  in  bad  taste  if  we  are  not  willing  to  make  some  concession  ourselves 
in  order  to  help  the  world  move  in  the  direction  of  freer  trade  on  a  multi¬ 
lateral  basis. 

The  N.A.T.O.  nations  can  best  eliminate  conflicts  in  their  own  international 
economic  policies  if  they  will  take  the  lead  in  policies  which  will  bring  about 
a  balance  in  international  payments  without  recourse  to  governmental  loans 
and  grants  from  the  dollar  area.  A  balance  can  be  achieved  on  a  basis  of 
restricted  international  trade.  The  non-dollar  area  could  continue  reducing 
its  present  policy  of  imports  from  the  dollar  area  by  increasing  tariffs, 
restricting  exchange  and  clamping  on  quotas  on  imports,  but  this  would  be  a 
policy  fraught  with  grave  danger  to  the  entire  economic  system  of  the  free 
world.  Balance  must  be  achieved  on  the  basis  of  an  expanding  rather  than 
a  shrinking  international  trade. 

The  obligation  of  the  non-dollar  area  is  to  control  internal  demand  and 
price  levels,  and  increase  their  efficiency  of  production  so  that  their  export 
products  will  be  more  competitive’  in  dollar  areas. 

The  obligation  of  the  dollar  area — and  particularly  the  United  States— 
is  to  make  it  possible  for  the  non-dollar  area  to  earn  enough  dollars  to  pay 
their  own  way.  Specifically  the  dollar  area  needs  to  lower  its  tariff  structure 
still  more  and  to  remove  as  much  as  possible  all  other  impediments  to  importers. 
They  can  also  assist  by  continuing  and  expanding  their  technical  and  financial 
assistance  to  under-developed  nations.  Investments  in  foreign  lands  would 
help  some,  but  it  is  unlikely  that  this  would  be  an  important  factor  in  view 
of  the  international  political  situation. 

Once  a  balance  is  obtained  the  next  objective  should  be  to  take  steps 
to  reduce  year  to  year  instability  in  international  payments.  Should  it  be 
necessary  to  have  further  governmental  stock  piling  by  the  free  nations  more 
co-operation  and  planning  between  governments  would  help  to  prevent  violent 
changes  in  demand  for  raw  materials. 

As  an  aid  in  long  term  stability  of  international  payments  we  believe 
an  international  agency  to  handle  agricultural  surplus  products  would  be  of 
considerable  help. 

That  concludes  my  brief. 

The  Chairman:  Do  honourable  senators  have  any  questions  to  be  asked 
of  Dr.  Hope? 

Hon.  Mr.  Haig:  Dr.  Hope,  is  it  possible  to  reconstruct  the  NATO  world 
without  bringing  the  countries  within  that  organization  up  to  a  common 
standard. 

Dr.  Hope:  No,  not  exactly.  The  difference  of  efficiency  in  production  is 
a  factor.  A  nation  that  is  more  efficient  in  its  production  processes  can  have 
a  higher  standard  of  living  than  a  nation  which  is  less  efficient. 

Hon.  Mr.  Haig:  But  if  I  in  Canada  am  efficient  and  can  produce  cheaper 
than  in  the  United  States,  I  can  sell  my  product  cheaper  on  the  world  market. 

Dr.  Hope:  Yes. 

Hon.  Mr.  Haig:  If  I  work  forty-eight  hours  a  week,  while  you  in  England 
work  only  forty  hours,  you  cannot  hope  to  compete  with  me. 

Dr.  Hope:  That  is  another  factor.  But  it  is  true  that  with  the  basic 
difference  in  efficiency  of  production,  you  can  still  have  a  balance  of  trade. 
That  is  true  even  though  a  country  like  Japan  may  have  a  very  low  standard 
of  living,  while  ours  is  high.  Its  differences  in  efficiency  could  compensate  for 
the  difference  in  price  levels. 

For  instance,  Bretton  Woods  decided  to  fix  exchange  rates,  and  that 
immediately  caused  trouble.  It  may  seem  strange  to  hear  me  criticize  a  body 
of  experts,  but  I  recall  very  well  when  the  Bretton  Woods  Agreement  it  was 
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decided  to  fix  exchange  rates  and  to  give  each  nation  six  months  in  which 
to  establish  its  exchange  rates,  and  from  then  on  it  would  be  held  at  a  rigid 
rate.  They  worshipped  the  rigid  rate  of  exchange  to  the  extent  that  nations 
would  be  permitted  only  a  narrow  margin  of  variation.  This  automatically 
destroyed  the  effect  of  efficiency  in  production,  and  brought  about  inflation. 
Today  Canada  has  a  free  dollar,  and  I  think  that  it  is  to  our  advantage. 

Hon.  Mr.  Euler:  You  seem  to  want  to  work  through  NATO.  Do  you 
not  think  it  would  be  to  the  advantage  of  all  if  Germany  were  admitted  to 
membership  in  NATO? 

Dr.  Hope:  Germany  is  in  NATO  now. 

Hon.  Mr.  Euler:  Not  in  NATO. 

Dr.  Hope:  Germany  is  going  to  be  brought  into  the  European  community 
plan. 

Hon.  Mr.  Euler:  But  that  is  a  different  thing. 

Hon.  Mr.  Lambert:  For  defence  purposes. 

Dr.  Hope:  For  defence  purposes.  And  she  is  applying  to  get  into  GATT. 
Certainly  it  would  be  an  advantage  to  have  Germany  a  member  of  NATO. 
Why  leave  her  out? 

Hon.  Mr.  Euler:  That  is  what  I  was  thinking. 

Hon.  Mr.  Haig:  Coming  back  to  my  question:  How  can  a  country  like  Great 
Britain,  which  for  the  past  five  or  six  years  has  not  been  producing  as  much 
per  man  as  the  United  States  has,  trade  with  that  country? 

Dr.  Hope:  They  can  trade  by  having  their  exchange  rates  adjusted,  and 
by  producing  a  few  products  in  which  they  excel.  .You  might  ask  how  it  was 
we  could  trade  with  Japan  in  the  prewar  years,  when  she  had  such  a  low 
living  standard.  The  fact  is  that  in  some  products  they  could  beat  us. 

Hon.  Mr.  Haig:  We  had  a  heavy  tariff  against  Japan. 

Dr.  Hope:  I  know  that,  but  in  some  products  they  could  successfully 
compete  with  us. 

Hon.  Mr.  Haig:  And  still  pay  our  tariff. 

Dr.  Hope:  Yes,  even  over  our  tariff. 

Hon.  Mr.  Euler:  They  are  beginning  to  do  that  now,  are  they  not? 

Dr.  Hope:  Yes,  Japan  is  doing  that  in  some  products. 

Hon.  Mr.  Haig:  And  Germany  will  be  doing  it. 

Dr.  Hope:  Germany  and  Japan  are  going  to  be  the  two  tough  spots  which 
may  force  some  change  in  American  policy.  They  have  got  to  export  and 
the  United  States  will  have  to  import. 

Hon.  Mr.  Haig:  And  they  are  a  progressive  hard-working  people,  both  of 
them. 

Dr.  Hope:  Yes. 

Hon.  Mr.  Haig:  They  will  dominate  the  world  trade  unless  the  rest  of  us 
are  willing  to  work  and  produce  the  way  they  do. 

Dr.  Hope:  I  have  this  theory,  with  which,  perhaps,  nobody  would  agree. 
I  hate  to  say  it,  but  I  believe  I  expressed  it  at  a  meeting  here  before. 

Hon.  Mr.  Haig:  I  want  to  suggest  something  to  the  chairman.  The  witness 
is  here  representing  the  Canadian  Federation  of  Agriculture.  I  want  him  to 
feel  free  in  answering  us.  He  is  not  binding  the  Federation  of  Agriculture. 

Hon.  Mr.  Crerar:  I  don’t  think  anybody  would  undertake  to  bind  the 
Federation  of  Agriculture! 

Hon.  Mr.  Haig:  Mr.  Hannam  might,  or  he  might  try.  But  I  was  referring 
of  course  to  the  Canadian  Federation  of  Agriculture. 
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Dr.  Hope:  Being  free  from  commitments,  I  would  say  that  I  have  had  the 
feeling  for  some  time,  and  what  I  have  been  studying  lately  confirms  it,  that 
a  large  block  of  the  world  is  shifting  to  socialism,  or  in  that  direction.  In 
other  words,  a  large  block  is  shifting  to  a  planned  economy. 

Hon.  Mr.  Euler:  There  is  no  doubt  about  that. 

Dr.  Hope:  And  the  nations  which  are  shifting  to  a  planned  economy  are 
going  the  road  to  the  welfare  state;  and  the  combination  of  welfare  state  and 
planned  economy,  if  brought  about  before  they  get  their  efficiency  up  high, 
tends  to  make  them  high-cost  countries.  That  is  what  has  resulted  in  a  good 
part  of  Europe,  and  therefore,  even  for  a  while,  as  the  rate  of  change  in 
productivity  diverges  it  makes  trade  more  difficult,  especially  if  you  have  rigid 
exchange  rates.  Then  they  attempt  to  balance  by  restrictions.  If  you  have 
a  rapid  change  in  efficiency  between  two  nations,  that  process  destroys  the 
ability  to  trade;  but  if  you  have  a  stable  condition  between  the  two,  the 
opportunities  of  trading  would  not  be  so  restricted. 

Hon.  Mr.  Burchill:  To  come  back  to  your  point  about  the  relation  between 
the  flexibility  of  the  exchange  rate  and  the  inefficiency  of  production:  you 
claim  that  you  can  protect  the  inefficiency  of  production  by  making  your 
exchange  rate  flexible. 

Dr.  Hope:  Yes,  if  you  have  a  flexible  exchange  rate  it  finds  its  natural 
level. 

Hon.  Mr.  Burchill:  In  other  words,  if  production  is  inefficient  the  value 
of  the  currency  of  that  country  would  decrease? 

Dr.  Hope:  Trade  would  have  to  flow  somehow  or  other,  and  if  it  is  to  flow 
at  all  the  exchange  rate  and  the  price  would  compensate  each  other  over  a 
period  of  time,  and  their  money  would  fall  in  value. 

Hon.  Mr.  Burchill:  But  the  fall  in  value  would  compensate  for  their 
inefficiency? 

Dr.  Hope:  Yes,  it  would  have  to.  And  the  fact  we  have  decided  to  worship 
fixed  exchange  rates  means  that  we  take  one  of  the  automatic  adjustments 
away,  and  if  you  try  to  take  its  place  by  either  loans,  gifts,  or  restricting 
imports,  it  is  not  economic  any  longer.  That  was  a  new  philosophy,  born  in 
the  war. 

Hon.  Mr.  Haig:  But  you  do  not  believe  in  it? 

Dr.  Hope:  I  do  not  believe  it  can  be  done. 

Hon.  Mr.  Haig:  That  is  where  I  agree  with  you. 

Dr.  Hope:  It  could  be  done  if  European  nations  are  willing  to  try  to  raise 
their  efficiency,  and  we  lower  our  tariffs  a  bit.  But  if  we  cannot  get  them  to 
raise  their  efficiency,  and  we  will  not  lower  our  tariffs,  what  will  happen  is  that 
they  will  continue  to  block  trade,  or  there  will  be  another  huge  revaluation. 
Britain  is  trying  to  avoid  that  possibility,  because  if  the  pound  goes  down  again 
it  will  wreck  all  the  confidence  of  people  who  have  money  balances  in  Britain. 

Hon.  Mr.  Crerar:  Do  you  think  it  is  possible  to  get  the  maximum  amount 
of  efficiency  in  a  completely  welfare  state? 

’  Dr.  Hope:  No,  I  do  not  think  you  can. 

Hon.  Mr.  Crerar:  I  have  come  to  that  conclusion  also.  For  instance 
Britain,  before  the  war,  exported  40,000,000  tons  of  coal,  mainly  to  European 
countries,  some  to  the  Argentine,  some  to  other  countries  in  South  America. 
That  was  a  tremendous  factor  in  their  balance  of  payments.  But  the  progress 
of  the  welfare  state  in  Britain  and  the  shorter  working  hours  for  miners,  and 
higher  pay,  and  that  sort  of  thing,  has  resulted  in  Britain  today  being  able 
to  do  little  more  than  provide  enough  coal  for  her  own  requirements;  and  she 
has  lost  a  valuable  export.  I  think  your  paper — if  I  may  say  so — is  a  very 
admirable  paper. 
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Some  Hon.  Senators:  Hear,  hear. 

Hon.  Mr.  Crerar:  There  are  some  phases  of  it  on  which  I  should  like  to 
ask  some  questions.  With  your  general  thesis  of  the  effect  of  barriers  to 
trade  I  am  in  agreement.  With  your  suggestions  about  certain  industries  in 
Canada  that  could  reduce  their  tariffs  I  am  completely  in  agreement  also. 
I  recall  that  thirty  years  ago,  when,  along  with  a  few  others,  I  was  advocating 
the  elimination  of  duties  on  agricultural  implements,  I  was  told  that  I  would 
wreck  the  agricultural  implement  industry  in  Canada.  Yet  it  has  progressed 
steadily  under  complete  freedom,  and  is  today  one  of  the  prize  agricultural 
implement  industries  of  the  world.  So  that  it  does  not  necessarily  follow 
that  these  restricted  policies  are  essential  to  sound  development.  I  am 
against  restrictions  of  all  kinds.  To  take  an  ordinary  subject — and  here  I  am 
treading  on  very  dangerous  ground — consider  the  trade  in  margarine,  for 
instance. 

Hon.  Mr.  Beaubien:  Why  bring  that  up? 

Hon.  Mr.  Crerar:  Well,  for  illustration.  In  the  matter  of  margarine  our 
Canadian  farmers  are  rather  inclined  to  certain  restrictive  policies.  Is  that 
compatible  with  the  general  principle  of  the  abolition  of  restrictive  policies? 
The  same  consideration  is  true  as  regards  the  United  States,  for  instance  in 
respect  to  the  amendment  that  was  put  through  to  their  Defence  Act  a  year 
ago,  affecting  dairy  products.  It  all  boils  down  to  this;  that  while  you,  an 
economist,  Dr.  Hope,  and  others  with  you  can  set  out  for  us  what  I  think 
is  a  very  clear  statement,  the  difficulty  comes — and  you  put  your  finger  on 
it — when  you  deal  with  the  political  difficulties  which  are  associated  with 
this  thing. 

Dr.  Hope:  That  is  true. 

Hon.  Mr.  Crerar:  And  those — to  me — do  not  appear  to  be  diminishing. 

Dr.  Hope:  You  see,  in  the  field  of  political  reform,  when  the  western 
world  moved  into  the  position  of  giving  everybody  the  ballot,  they  kindled  a 
fire  whose  consequences  were  not  realized  by  many  people.  In  every  country 
it  is  the  aim  of  a  political  party  to  get  into  power,  and  it  has  become  the 
practice  for  this  purpose  to  prey  on  the  ignorance  of  the  prejudices  of  people. 
Take,  for  instance,  the  theory  of  the  welfare  state.  I  am  not  opposed  to 
welfare,  but  I  feel  that  we  should  not  move  into  certain  welfare  fields  in  a 
big  way  until  our  production  efficiency  is  pretty  high.  When  we  are  getting 
fairly  wealthy  we  can  afford  to  do  these  things,  but  if  we  are  a  relatively 
poor  nation  and,  through  the  political  pressure  of  our  people,  we  try  to  give 
them  all  these  welfare  items,  we  are  in  for  trouble. 

Hon.  Mr.  Euler:  You  are  not  indicating  that  Canada  is  poor? 

Dr.  Hope:  No.  The  nation  that  goes  far  in  that  direction  is  going  to  make 
itself  a  high-cost  area,  because  it  has  not  the  surplus  to  do  these  things.  But 
wealthy  countries  like  Canada  and  the  United  States  can  go  a  long  way  in 
that  direction  without  making  themselves  in  a  serious  degree  high- cost 
countries.  I  think  that  today  some  countries  in  Europe,  because  of  political 
pressure  and  Communist  influence,  have  been  forced  to  go  too  far  in  these 
things  before  they  have  created  adequate  wealth  for  the  purpose,  and  that 
this  has  made  them  high-cost  countries.  We  cannot  offer  any  solution  except¬ 
ing  to  trust  that  they  will  not  go  too  far. 

Hon.  Mr.  Crerar:  Does  not  this  mean  that  they  think  more  of  welfare 
than  they  do  of  freedom? 

Dr.  Hope:  Well,  I  do  not  think  so,  Senator.  I  think  that  a  lot  of  them  do 
not  realize  that.  In  any  case  it  does  not  necessarily  mean  a  loss  of  freedom. 
Children’s  allowances  cannot  mean  loss  of  freedom. 
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Hon.  Mr.  Crerar:  You  say  that  they  have  to  carry  out  policies  of  this  kind 
in  Europe  in  order  to  avoid  strengthening  Communist  influence.  I  think  most 
people  would  say  “Well,  we  want  the  welfare,  and  whether  or  not  we  lose 
our  freedom  is  a  matter  of  secondary  importance  to  us.” 

Hon.  Mr.  Haig:  I  do  not  think  they  go  that  far. 

Dr.  Hope:  I  doubt  very  much  if  they  do  that  much  logical  thinking  about 
it. 

Hon.  Mr.  Haig:  I  think  what  you  said  originally  is  correct.  It  is  the 
political  opposition  that  proposes  something  which  forces  the  government, 
whatever  it  happens  to  be,  to  make  concessions  which  maybe  it  would  not 
make  if  it  were  not  for  the  pressure  of  the  other  side. 

Dr.  Hope:  We  have  a  classical  example  in  France.  France  has  had  more 
inflation  in  the  post-war  world  than  probably  any  country  in  Europe.  Its 
situation  has  been  the  most  unsettled.  For  a  while  the  Communist  vote 
amounted  to  about  30  per  cent;  and  any  suggestion  to  increase  the  income  tax 
or  corporation  taxes  or  do  anything  which  might  tend  a  little  to  cramp  the 
style  of  this  or  that  interest  was  not  done.  So  the  people  rise  in  rebellion, 
throw  out  the  government,  and  cabinet  changes  occur  almost  every  week.  So 
the  government  tends  not  to  balance  the  budget,  and  to  be  soft  and  easy,  to 
keep  in  power.  At  present  the  price  level  is  almost  astronomical.  There  are 
the  de  Gaullist  and  the  Communist  parties  always  trying  to  get  in  and  playing 
on  the  prejudices  of  the  people,  promising  them  heaven  and  earth,  and  they 
listen  to  this  kind  of  thing.  There  is  the  trouble. 

Hon.  Mr.  Haig:  We  are  trying  to  listen  to  what  Dr.  Hope  is  saying,  but 
there  are  two  people  over  here  who  are  engaged  in  conversation.  I  cannot 
hear,  and  I  object  to  the  conversation. 

Dr.  Hope:  Mind  you,  I  may  sound  pretty  pessimistic,  but  I  would  not  like 
to  leave  that  impression.  I  think  there  are  a  lot  of  thinking  people  in  the 
world — in  Great  Britain,  Canada,  United  States,  all  our  countries — that  are 
perhaps  realizing  more  clearly  today  the  dangers  of  what  we  have  been  talking 
about  than  they  did,  say,  ten  years  ago.  I  feel  very  confident  that  there  is  now 
a  little  more  knowledge  as  to  how  far  we  can  go  in  some  of  these  measures,  and 
possibly  people  are  getting  a  little  more  sensible  and  are  not  swayed  too  much 
by  what  oppositions  say  of  the  governments  of  the  day.  And  those  of  us  who 
have  a  little  more  education  than  the  rest  of  the  fellows  have  should  try  to 
point  some  of  these  things  out.  It  helps  a  little,  anyway.  I  think  the  Americans 
are  beginning  to  see  the  light  of  day. 

Hon.  Mr.  Crerar:  That  means  that  you  have  a  great  deal  of  faith  in  the 
common  sense  of  the  people. 

Dr.  Hope:  Yes. 

Hon.  Mr.  Crerar:  I  have,  too. 

Dr.  Hope:  And  I  think  with  wider  knowledge,  more  discretion,  more  talk, 
more  writing,  we  will  get  out  of  this  without  too  serious  results. 

Hon.  Mr.  Euler:  A  little  more  publicity  of  the  common-sense  ideas  that 
are  expressed  in  the  Senate  of  Canada  might  be  good! 

Dr.  Hope:  This  report  which  I  quoted  from,  the  O.E.C.  Report  for  1952, 
does  not  mince  matters.  The  representatives  of  the  various  countries  tell 
them  bluntly  what  to  expect.  That  report  has  had  quite  widespread  reading 
in  Europe.  So  I  think  possibly  we  have  a  chance  of  moving  in  the  right 
direction,  and  of  facing  successfully  these  impending  crises. 

Hon.  Mr.  Crerar:  A  little  more  courageous  leadership  in  Europe  might  help. 

Hon.  Mr.  Euler:  Anywhere. 

Dr.  Hope:  Yes.  I  suppose  if  a  man  is  very  influential,  and  can  swing  people 
like  Roosevelt  did  one  time. 
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Hon.  Mr.  Lambert:  Bearing  on  the  point  Dr.  Hope  made  about  the  more 
optimistic  aspects  of  the  situation:  he  made  the  point  earlier — and  I  think  he 
was  correct  in  what  he  said — that  the  trend  of  political  development  in  Europe 
has  been  a  social  democratic  development,  away  from  the  older  individualistic 
and,  perhaps,  more  democratic — if  you  like  to  use  that  term — organization  of 
those  countries.  With  that  trend  to  establish  social  democracy,  how  are  you 
going  to  solve  the  problem  of  getting  action  from  the  so-called  governments 
of  those  countries?  The  people  may  have  these  aspirations  you  are  speaking 
about,  and  more  knowledge,  but  there  is  a  great  gap  between  the  rank -and  file 
of  the  people  in  whatever  they  may  think  and  feel,  and  their  governments. 
That,  I  should  think,  is  true  on  this  side,  where  we  have  more  professedly 
democratic  institutions  than  Europe  has  today.  The  gap  between  individual 
thinking  on  this  subject  on  the  part  of  the  rank  and  file  and  the  governments 
that  are  supposed  to  respond  to  them — is  not  that  the  problem? 

Dr.  Hope:  In  other  words,  get  the  people  informed,  and  then  the  people 
will  put  pressure  on  the  government? 

Hon.  Mr.  Lambert:  That  is  the  point. 

Dr.  Hope:  That  is  correct,  yes. 

Hon.  Mr.  Lambert:  What  I  am  coming  to  is  the  organization  of  the  people 
themselves  in  expressing  these  ideas  that  you  have  given. 

Organizations  like  your  own,  the  Federation  of  Agriculture,  the  Canadian 
Manufacturers  Association  and  labour  unions  are  relying  today  largely  on  the 
government.  But  is  there  not  a  job  to  be  done  in  connection  with  this  enlighten¬ 
ing  process  you  are  speaking  of  among  these  groups  of  people?  There  used  to  be 
a  free  trade  organization  in  this  country,  and  there  certainly  was  one  in  the  Old 
Country  many  years  ago.  But  what  is  to  prevent  the  organized  movements  in 
Canada  from  promoting  something  of  common  interest  to  all? 

Hon.  Mr.  Euler:  The  trouble  is  they  don’t  agree  among  themselves. 

Hon.  Mr.  Lambert:  Then  there  would  not  be  any  difficulty  about  the 
government  taking  action. 

Dr.  Hope:  I  think  a  wise  government  will  always  do  what  the  people  want 
done;  if  it  is  not  wise,  then  out  it  goes.  The  government  can  give  cautious 
leadership,  always  counting  noses.  I  believe  you  are  correct  in  that  if  the 
people  are  informed  and  well  enough  organized,  their  views  will  be  put 
forward  to  the  government.  You  referred  to  the  free  trade  league  we  had  at 
one  time.  Of  course,  all  our  organizations  are  organized  for  a  special  interest. 

Hon.  Mr.  Lambert:  Put  it  another  way:  If  it  were  possible  to  have  a 
referendum  among  the  peoples  of  these  countries  on  the  question  of  peace  or 
war,  I  think  it  is  fair  to  assume  that  the  vast  majority  would  be  in  favour  of 
more  equitable  relations  among  the  people  of  the  world.  But  how  are  you 
going  to  translate  those  aspirations  into  action  through  governments? 

Anyone  who  supported  the  League  of  Nations,  and  who  today  promotes  the 
cause  of  the  United  Nations,  is  serving  the  common  man  on  the  street.  There 
is  no  doubt  about  the  aspirations  of  the  people  as  a  whole:  They  want  peace, 
but  they  can’t  get  it.  Why  can’t  they  get  it?  Simply  because  there  is  that 
gap  that  has  not  been  closed  yet.  That  is,  the  ability  of  the  people  to  elect 
representatives  who  will  solve  their  problems  for  them.  I  think  there  is  a  need 
for  the  people  resting  on  their  own  resources  and  organizations,  and  not  on  the 
government.  The  organized  groups  should  co-operate,  even  though  seemingly 
they  may  be  opposed  to  each  other  economically. 

Hon.  Mr.  Burchill:  I  have  been  very  much  impressed  by  the  able  presenta¬ 
tion-  made  by  Dr.  Hope,  and  I  am  reminded  at  this  time  of  the  youth  of  our 
country  which  are  attending  the  universities,  not  only  on  this  continent  but  in 
Europe,  England  and  the  world  over.  How  much  of  this  information  which 
you  mention  is  being  made  available  to  our  university  students?  I  would  think 
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that  one  of  the  best  channels  for  distribution  of  such  information  would  be 
through  high  school  and  college  students.  In  that  way  the  youth  of  today 
would  be  thinking  about  these  problems  and  their  future  solution. 

Dr.  Hope:  I  would  say  that  the  students  in  universities  probably  get  more 
of  it  than  do  people  in  most  places.  They  are  well  informed  through  their 
courses  in  political  science  and  economics. 

Hon.  Mr.  Burchill:  But  is  it  the  right  kind  of  stuff? 

Dr.  Hope:  I  think  basically  it  is.  They  are  a  somewhat  small  group  of 
people,  actually. 

Hon.  Mr.  MacLennan:  But  they  can  get  in  touch  with  larger  groups. 

Dr.  Hope:  That  is  true,  they  can.  As  you  well  know,  the  communists  start 
their  program,  not  by  getting  in  touch  with  the  common  man,  but  by  appealing 
to  the  intellectuals.  The  labour  movement  of  England,  for  instance,  started 
with  the  intellectuals.  Communism  in  India  today  is  being  started  with  the 
intellectuals  of  that  country.  They  feel  that  when  they  can  convince  the 
intellectuals,  the  rest  of  the  people  will  look  up  to  them  and  listen  to  them,  and 
then  the  doctrine  will  be  spread  down  to  the  grass  roots. 

Hon.  Mr.  Euler:  Is  the  press  not  one  of  the  vital  channels  for  the  spreading 
of  information  in  the  country  today? 

Dr.  Hope:  The  press  is  very  important,  that  is  true;  and  also  the  teachers. 

Hon.  Mr.  Crerar:  I  agree  with  the  remark  made  by  Dr.  Hope  a  few 
minutes  ago,  that  generally  speaking  the  intellectuals  are  appealed  to.  But  do 
they  not  emphasize  material  values  rather  than  moral  values? 

Hon.  Mr.  Haig:  No,  no.  That  is  not  what  they  do. 

Dr.  Hope:  They  have  a  philosophical  valuation,  but  they  would  not  stress 
the  material  values. 

Hon.  Mr.  Euler:  Do  you  not  think  that  an  organization  such  as  your  own — 
and  I  am  not  criticizing  yours — or  the  manufacturers’  association  or  labour 
unions  primarily  think  of  material  things? 

Dr.  Hope:  Yes.  Generally  speaking,  however,  intellectuals  do  not  realize 
how  complicated  the  world  is  today. 

Hon.  Mr.  Burchill:  That  is  quite  true. 

Dr.  Hope:  I  was  an  intellectual  for  a  while  myself,  and  I  suppose  you 
could  say  I  am  now  half  an  intellectual.  But  basically  speaking,  those  who 
occupy  the  classroom  and  the  pulpits  of  the  country  do  not  realize  the  com¬ 
plicated  machinery  of  the  business  world  today.  We  criticize  them  because 
they  are  impractical,  and  perhaps  we  should  not;  they  have  not  been  exposed 
to  the  business  world.  Naturally,  they  can  build  up  a  fine  theoretical  frame¬ 
work  of  how  it  should  work,  but  in  the  practical  world  it  does  not  work.  We 
find  in  labour  and  agricultural  organizations  we  have  to  give  and  take  to  make 
things  go. 

Hon.  Mr.  Haig:  Senator  Crerar  comes  from  a  city  in  which  the  C.C.F. 
movement  was  first  started  by  one  professor  in  a  college  in  that  city.  He  had 
no  business  sense  or  no  experience  in  organization;  he  just  had  a  theory 
and  a  basic  moral  philosophy  of  C.C.F.  I  refer  to  Dr.  Bland  of  Wesley  College. 
I  was  there  at  the  time,  and  I  know  something  about  that  particular  instance. 
These  movements  are  often  started  by  intellectuals,  and  they  are  often  used 
by  the  communists  to  start  their  doctrine  going. 

Dr.  Hope:  To  get  back  to  the  point  of  how  to  get  a  better  understanding 
through  teachers  in  universities  and  so  on  of  the  international  trade  problem, 
I  think  there  is  much  activity  along  this  line  in  our  universities  today.  I  have 
confidence  that  our  teachers  of  political  science  are  teaching  basically  good  and 
sound  international  trade  theories;  but  it  is  quite  different  out  in  the  business 
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field.  For  instance,  if  you  are  raising  fruit  in  British  Columiba,  and  you  see 
a  special  type  of  apple  coming  on  to  the  market  which  you  know  will  make  a 
difference  of  $500  for  you  in  this  year’s  crop,  it  is  pretty  difficult  for  you  to 
be  a  free  trader.  My  father  used  to  say  that  it  depended  on  what  part  of 
Canada  you  lived  in  whether  or  not  you  were  a  free  trader.  He  also  used  to 
say — and  Senator  Crerar  knew  him — “if  I  lived  on  the  Prairies  I  would  be 
a  free  trader,  but  as  I  come  from  British  Columbia,  I  am  not.” 

Hon.  Mr.  Euler:  I  have  know  Conservatives — and  I  a  mnot  talking 
politics  now — who  while  living  in  Ontario  were  strong  protectionists,  but  when 
they  went  west  they  became  free  traders. 

Hon.  Mr.  Haig:  I  am  one  of  them. 

Hon.  Mr.  Beaubien:  Is  it  not  so  that  a  lot  of  western  farmers  are  becoming 
protectionists  today? 

Hon.  Mr.  Lambert:  Social  democrats,  I  would  call  them. 

Dr.  Hope:  I  think  basically  the  west  is  for  lower  tariffs  and  free  trade. 

Hon.  Mr.  Haig:  Especially  the  Prairies. 

Hon.  Mr.  Crerar:  If  you  will  give  me  an  opportunity,  Mr.  Chairman,  I 
would  like  to  elaborate  for  a  few  moments  on  Dr.  Hope’s  remark  of  a  few 
minutes  ago  about  intellectuals. 

The  Chairman:  Yes. 

Hon.  Mr.  Crerar:  I  think  over  the  past  one  hundred  and  fifty  years  the 
thinking  of  the  world  has  been  tremendously  influenced  by  intellectuals  who 
have  a  materialistic  conception  of  history — Carl  Marx  was  one  of  them — 
and  had  complete  oblivion  to  the  importance  of  moral  values.  They  said 
we  can  organize  the  world,  not  in  the  sense  of  the  morality  that  was  derived 
from  the  old  Jewish  and  Christian  traditions — that  is  just  an  opiate  for 
the  people — but  we  can  through  the  power  of  the  intellect  reform  the  world 
and  bring  about  a  society  in  an  everlasting  state  of  happiness.  I  do  think 
that  influence  has  been  responsible  for  a  great  deal  of  the  trouble  which 
exists  in  the  world  today.  It  started  with  the  German  philosophers,  who  had 
that  concept,  of  history,  and  it  spread  to  Great  Britain.  One  such  person  died 
just  the  other  day  in  Britain.  He  was  an  intellectual  materialist,  and  a 
very  able  man;  he  evolved  a  philosophy  of  free  thinking,  but  finally  found 
refuge  in  the  Christian  faith.  I  think  the  influence  of  his  teaching  is  to  be 
found  all  over  Europe. 

Hon.  Mr.  Burchill:  We  are  delighted  with  the  brief  presented  by  Dr.  Hope, 
and  I  would  like  to  express  the  feelings  of  the  committee  of  grateful  apprecia¬ 
tion  for  the  information  he  has  given  to  us. 

Hon.  Mr.  Haig:  Further,  I  think  it  is  the  most  able  presentation  we  have 
had  before  any  of  our  committees  in  a  long  time. 

Hon.  Mr.  Campbell:  If  I  may,  I  have  one  or  two  more  questions  I  should 
like  to  put  to  Dr.  Hope.  I  gather  from  your  presentation  that  your  opinion 
is  that  everything  must  be  done  to  encourage  importation  from  the  sterling 
area  or  to  make  facilities  available  by  which  the  sterling  area  and  European 
countries  can  increase  their  exports.  Do  you  subscribe  to  that  theory? 

Dr.  Hope:  Yes. 

Hon.  Mr.  Campbell:  What  in  your  opinion  is'  the  most  effective  way  of 
doing  that?  Is  it  by  lowering  tariffs  or  by  assisting  these  countries  by  some 
other  means  such  as  the  extension  of  credits  or  giving  them  some  leadership 
in  the  production  field  to  increase  their  efficiency?  What  is  the  most  effective 
way  of  helping  them? 

Dr.  Hope:  I  would  think  that  further  credits,  from  the  point  of  view  of 
helping  them,  is  not  the  solution.  There  is  a  definite  time  limit,  as  it  were, 
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on  that;  they  have  had  credits  for  so  long  now  that  they  seem  to  have  reached 
their  maximum  benefit  as  a  result  of  them.  As  a  result  of  receiving  credits 
they  have  improved  their  position,  but  they  do  not  seem  to  be  making  any 
further  headway.  There  is  still  a  gap  of  a  few  billion  dollars  that  they  do 
not  seem  to  be  able  to  bridge.  Therefore,  the  only  solution  is  to  ask  them, 
if  we  lower  our  tariff  structure  and  make  it  a  little  easier  for  them  to  get  their 
goods  over  here,  will  they  co-operate  with  us  and  keep  their  costs  in  line  so 
that  their  goods  will  sell  here.  That  is  all  we  can  do.  It  is  an  extremely 
difficult  situation:  We  cannot  tell  them  they  ought  to  do  this  or  ought  not  to  do 
that.  We  know  their  costs  are  somewhat  high,  and  perhaps  they  are  working 
too  few  hours;  and  further,  every  time  the  price  of  goods  jump  five  or  ten  per 
cent  there  is  a  rush  to  increase  wages.  We  will  have  to  tell  them  that  that 
should  not  take  place.  We  can  reduce  tariffs  by  our  own  power,  and  we  can 
ask  them  to  do  certain  things,  but  I  do  not  think  we  can  go  further.  The  truth 
is  that  Europe  could  use  more  capital;  they  admit  that  in  many  places,  in 
order  to  help  increase  their  efficiency. 

Hon.  Mr.  Campbell:  That  is  the  point  I  was  coming  to. 

Dr.  Hope:  But  the  point  is  this,  how  can  we  persuade  Canadian  investors 
to  invest  their  money  in  France,  Italy,  Denmark,  Holland  or  Britain?  I  know 
someone  has  come  up  with  a  plan  like  that — -we  have  one  in  our  office  now — 
which  amounts  to  the  suggestion  that  Canada  should  own  Britain;  that  is, 
Canadians  should  buy  British  shares.  I  do  not  have  any  money  to  invest, 
but  I  am  sure  that  if  I  were  investing  on  a  large  scale  I  would  look  at  alternative 
opportunities  in  Europe  and  in  Canada,  and  I  would  take  note  of  the  boom 
presently  taking  place  in  Canada,  and  I  am  sure  I  would  be  inclined  to  put 
my  money  on  Canada  rather  than  on  Europe.  For  one  reason,  they  might  in 
Italy  have  a  confiscation  of  capital. 

Hon.  Mr.  Campbell:  But  is  there  not  another  important  factor  which  has 
prevented  them  from  increasing  their  efficiency  and  expanding  their  factories 
to  which  no  reference  has  been  made:  I  refer  to  the  extremely  high  taxation 
that  is  facing  industry  generally  throughout  Europe  and  particularly  the  United 
Kingdom. 

Dr.  Hope:  That  again  comes  by  reason  of  a  certain  amount  of  welfarism. 

Hon.  Mr.  Campbell:  The  point  I  am  making  is  this:  Is  it  possible,  under 
their  system  of  high  taxation,  without  credits,  to  bring  up  their  plants  to  a 
point  of  competition  in  manufactured  goods  in  the  world  market,  even  with  a 
reduction  of  tariff? 

Dr.  Hope:  Only  if  they  can  expand.  It  is  true  that  they  will  have  to 
increase  their  efficiency  through  some  capital  expenditures.  You  are  suggesting 
that  even  if  there  was  some  reduction  in  tariff,  they  would  not  be  able  to  have 
the  capital  or  the  surplus  to  expand  by  reason  of  high  taxation.  The  answer 
is  partly  what  Mr.  Butler  did  yesterday.  You  will  have  noticed  that  he  was 
quite  bold.  The  popular  move  has  been  that  business  is  making  too  much 
money  and  there  should  be  a  heavy  surtax  placed  on  it.  Most  of  usi  realize 
that  such  a  policy  reduces  the  possibility  of  ploughing  back  into  the  business 
any  of  the  profits;  and  therefore,  if  there  is  to  be  capital,  it  eventually  must 
come  from  the  government.  Britain  is  going  to  take  the  gamble  of  trying 
to  get  business  to  do  the  very  thing  you  are  suggesting,  that  is  plough  back 
more  of  its  earnings,  through  the  reduction  of  the  kind  of  taxation  which  has 
prevented  that  very  things 

Hon.  Mr.  Campbell:  -What  I  was  trying  to  get  at  was  the  relationship 
between  the  importance  of  some  form  of  credit  and  the  lowering  of  tariffs.  Is 
it  not  true  that  in  our  own  country  we  are  over-borrowing  in  relation  to  capital 
invested  in  most  corporations?  Or  are  you  familiar  with  that  situation  in 
Canada? 
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Dr.  Hope:  You  mean  that  there  is  too  much  bond  issue  in  comparison  with 
the  common  stock? 

Hon.  Mr.  Campbell:  Too  much  borrowing  of  money  in  comparison  with 
the  working  assets  and  capital  invested,  which  has  resulted  from  high  taxation 
in  Canada.  If  that  is  so  here,  it  certainly  must  be  far  worse  in  the  United 
Kingdom  and  other  European  countries  today. 

Dr.  Hope:  I  am  not  familiar  enough  with  that  to  say.  There  is  much  risk 
if  you  have  a  very  high  debt  structure.  But  I  cannot  answer  as  to  that.  I 
know  that  this  report  mentions  that  in  many  cases  European  efficiency  pro¬ 
duction  could  be  stepped  up  here  and  there  by  a  certain  amount  of  new 
capital  investment,  but  they  do  not  hold  out  any  hope  that  North  America 
will  invest  there.  That  table  shows  that  last  year  the  United  States  invested 
1-6  billion  dollars  in  foreign  loans,  but  when  you  look  to  see  where  the 
investments  were  made,  you  find  that  they  were  made  in  Canada,  in  Venezuela, 
in  Bolivia,  and  a  few  other  places,  such  as  Persia,  where  they  want  oil. 
Virtually  none  went  to  Europe,  and  it  is  Europe  that  needs  the  money.  It  may 
be  that  the  taxation  structure  you  suggest  might  help. 

Hon.  Mr.  Campbell:  I  am  surprised  the  chairman  has  not  asked  you  some¬ 
thing  about  gold  during  this  discussion?  But  you  do  admit  that  the  United 
States  did  put  $20  billion  in  there  from  1947  on? 

Dr.  Hope:  Yes. 

Hon.  Mr.  Lambert:  What  is  there  to  show  for  that? 

Dr.  Hope:  Oh,  they  can  show  a  great  deal  of  recovery  in  Europe.  Europe 
at  one  time  was  near  communism.  Today  she  is  not. 

Hon.  Mr.  Lambert:  West  Germany  has  shown  progress. 

Dr.  Hope:  And  Italy  is  in  better  shape.  These  countries  were  in  pretty 
desperate  shape  five  years  ago.  Britain  is  in  a  better  condition  too.  Most 
people  admit  that  things  have  much  improved.  But  they  seem  to  have  reached 
what  in  an  engine  would  be  called  the  dead  centre,  when  the  pistons  come 
to  the  dead  centre,  as  far  as  they  can  go,  without  an  additional  push.  Maybe 
there  now  needs  to  be  something  new  and  more  vital  to  get  it  going  on  its  own 
steam.  Let  us  assume,  in  theory,  that  tomorrow  the  United  States  Govern¬ 
ment  said,  “We  are  going  to  reduce  your  taxes  five  billion  dollars,  because 
that  is  what  we  are  giving  to  Europe.”  Automatically,  you  would  think,  it 
would  increase  the  money  in  the  pockets  of  the  people  paying  the  taxes.  Then 
the  government  might  say  “We  are  allowing  you  that  so  that  you  can  buy  five 
billion  dollars’  worth  of  European  goods.”  In  theory  that  is  the  solution. 
Europe  could  send  the  goods  over,  and  the  United  States  could  use  the  five 
billion  dollars  to  buy  them. 

Hon.  Mr.  Euler:  If  by  reason  of  very  high  taxation,  we  will  say  in  Britain, 
it  becomes  impossible  for  industry  to  provide  enough  money  to  expand  its 
business,  and  as  a  result  it  becomes  necessary  for  governments  instead  of 
individuals  to  make  these  investments,  are  you  not  on  the  direct  road  to  state 
socialism? 

Dr.  Hope:  Well,  it  depends  what  they  do.  If  the  government  invested 
in  such  things  as  hydroelectric  plants — like  our  own  Ontario  Hydro — I  would 
not  say  it  would  mean  that,  but  if  the  government  invested  in  an  industry 
which  produced  consumer  goods,  I  would  say  yes.  I  do  not  see  any  indication 
yet  that  there  is  any  suggestion  of  the  government  investing  money  in  the 
consumer  goods  industries.  That  would  be  the  beginning  of  a  very  momentous 
change  in  policy.  But  as  long  as  we  stick  to  public  works  I  do  not  think  the 
danger  arises. 

Hon.  Mr.  Euler:  Well,  did  they  not  do  that  in  Britain?  They  took  over 
the  steel  industry. 
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Dr.  Hope:  Yes,  they  took  over  the  steel  industry,  but  the  present  govern¬ 
ment  is  going  to  swing  it  back  to  private  control.  That  is  one  of  a  few  examples. 
They  have  come  to  the  point  where,  in  Britain,  they  consider,  and  have  long 
considered  in  Britain  that  coal  is  a  public  utility. 

Hon.  Mr.  Euler:  They  started  to  do  it  in  Saskatchewan,  did  they  not? 

Dr.  Hope:  Yes.  They  back-tracked  a  bit  there. 

Hon.  Mr.  Euler:  Brick  yards. 

Dr.  Hope:  Yes.  And  they  back-tracked  there  a  bit,  too.  Britain’s  policy 
lately  has  been  to  try  to  earmark  some  money  to  send  to  Canada,  even.  She 
admits  that  she  wants  capital  to  build  up  enterprise  in  Britain,  but  she  is 
allowing  investors  to  put  up  a  certain  amount  of  money  to  get  some  of  the 
“gravy”  in  Canada. 

Hon.  Mr.  Campbell:  But  does  not  that  establish  that  foreign  investment, 
to  Britain,  has  always  been  just  as  important  as  trade? 

Dr.  Hope:  Yes. 

Hon.  Mr.  Campbell:  Is  that  not  one  of  their  great  problems, — that  they 
have  lost  so  many  of  their  foreign  investments? 

Dr.  Hope:  And  are  trying  to  build  them  up  again. 

Hon.  Mr.  Campbell:  Yes. 

Dr.  Hope:  That  is  right.  In  some  cases  their  goods  cannot  get  in  here, 
and  they  may  think  it  better  to  put  up  a  factory  over  here.  There  is  a  great 
deal  of  that  going  on.  They  have  it  in  mind  to  build  more  branch  factories  if 
they  cannot  export  their  goods  and  sell  them  here. 

The  Chairman:  Do  any  other  honourable  senators  wish  to  say  anything? 

Hon.  Mr.  Euler:  I  move  a  very  hearty  vote  of  thanks  to  Dr.  Hope  for  his 
excellent  presentation. 

Hon.  Mr.  Crerar:  I  will  be  very  glad  to  second  that. 

The  Chairman:  Yes,  Dr.  Hope,  you  have  given  us  a  wonderful  brief  and  a 
great  deal  of  information  and  food  for  thought.  I  know  it  is  going  to  help  the 
work  of  the  committee  in  the  future. 

Dr.  Hope:  Thank  you  very  much. 

Whereupon  the  committee  adjourned. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic'  policies  and  will  encourage  ecpnomic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee  be 
instructed  and  empowered  to  consider  and  report  upon  how,  in  their  opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the .  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  indivi¬ 
duals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of 
the  enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate  ” 
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MINUTES  OF  PROCEEDINGS 

Wednesday,  April  22,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators:  McLean,  Chairman;  Bishop,  Burchill, 
Campbell,  Crerar,  Euler,  Hushion,  Lambert,  McDonald,  Paterson,  Pirie  and 
Turgeon — 12. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 

The  following  were  heard:  — 

Mr.  D.  P.  Cruikshank,  President,  Canadian  Council,  International  Chamber 
of  Commerce. 

Mr.  J.  G.  Nelles,  General  Manager,  Canadian  Council,  International 
Chamber  of  Commerce. 

Dr.  D.  B.  Marsh,  Economist,  Royal  Bank  of  Canada. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  12.15  p.m.  the  Committee  adjourned  until  tomorrow,  Thursday,  April 
23,  1953,  at  10.30  a.m. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees. 
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MINUTES  OF  EVIDENCE 

The  Senate, 

Ottawa,  Wednesday,  April  22,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  withmther  countries  of 
the  free  world,  met  this  day  at  10.30  a.m. 

Hon  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  members,  I  will  call  the  meeting  to  order. 
This  is  the  third  meeting,  as  we  all  know,  of  the  Canadian  Trade  Relations 
Committee  since  reference  was  made  to  us  of  a  resolution  introduced  in  the 
Senate  on  February  12  and,  after  considerable  debate,  was  passed,  and 
referred  to  us  on  February  26. 

We  have  already  heard  the  resolution  read  several  times,  and  I  think 
everybody  is  familiar  with  it. 

We  are  highly  honoured  this  morning  to  have  with  us  representatives 
from  the  International  Chamber  of  Commerce,  Mr.  D.  P.  Cruikshank,  President 
of  the  Canadian  Council,  Mr.  J.  G.  Nelles,  General  Manager,  Mr.  Carl  Bergithon, 
Assistant  to  the  Gerenal  Manager,  and  Dr.  D.  B.  Marsh,  an  Economist  with 
The  Royal  Bank  of  Canada. 

I  am  very  glad  to  call  on  Mr.  D.  P.  Cruikshank,  the  President  of  the 
Canadian  Council  of  The  International  Chamber  of  Commerce,  whom  I 
understand  has  a  brief,  and  if  it  is  the  will  of  the  Committee,  I  will  now  ask 
Mr.  Cruikshank  to  present  his  brief. 

Mr.  D.  P.  Cruikshank:  Mr.  Chairman,  and  honourable  gentlemen,  Mem¬ 
bers  of  the  Standing  Committee  of  the  Senate  on  Canadian  Trade  Relationst 
I  just  want  to  say  this  will  be  rather  long,  and  if  you  would  rather  that  I  did 
not  read  it,  please  say  so. 

On  behalf  of  the  Canadian  Council  of  the  International  Chamber  of 
Commerce  I  should  like  to  thank  the  members  of  this  Committee  for  the 
opportunity  to  present  the  views  of  the  International  Chamber,  “with  respect 
to  this  general  question,”  as  your  letter  of  February  26th,  1953,  stated,  “of 
increased  multilateral  trade  between  the  nations  of  the  free  world,  which  is 
of  such  vital  importance  today.”  As  the  leading  international  private  organiz¬ 
ation  comprising  all  types  of  business,  industry  and  commerce,  the  International 
Chamber  has  been  particularly  concerned  with  the  question  of  multilateral 
trade  for  some  thirty-four  years  since  its  founding  in  Paris,  France,  in  1919. 
The  Chamber  now  has  national  sections  or  committees  in  some  30  countries, 
and  the  Canadian  Council,  which  was  established  in  1945,  is  very  pleased  indeed 
to  commend  the  initiative  of  Senator  McLean  and  his  Committee  in  focusing 
attention  in  Canada  on  the  general  problem  of  world  trade. 

At  the  outset,  I  should  like  to  say  that  in  presenting  our  views  to  the 
Committee  we  did  not  feel  that  it  was  necessary  to  review  the  statistical  position 
of  world  trade  today  and  its  accompanying  balance  of  payments,  with  the 
relationship  of  Canada  thereto,  as  such  figures  will  be  as  readily  available  to 
the  Committee  here  in  Ottawa  as  they  are  to  our  own  group.  We  have  also 
not  attempted  to  outline  the  nature  and  scope  of  the  various  international 
governmental  organizations  dealing  with  the  problem,  such  as  the  International 
Monetary  Fund,  the  International  Bank,  the  General  Agreement  on  Tariffs  and 
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Trade,  etc.,  as  the  Committee  will  have  such  information  close  at  hand  and  may- 
have  the  advice  of  numerous  government  officers  who  have  been  connected 
with  actual  operation  of  such  bodies.  The  International  Chamber,  I  may  add, 
has  also  an  official  connection  with  the  United  Nations  through  its  status  as  a 
non-governmental  consultant  in  “Category  A”  to  the  Economic  and  Social 
Council. 

What  we  propose  to  do  this  morning  is  to  draw  your  attention  to  some  of 
the  more  recent  policy  statements  of  the  International  Chamber  of  Commerce, 
which  I  feel  might  be  helpful  to  your  Committee  in  the  broader  consideration 
of  steps  which  Canada  might  take  to  improve  trade  relations.  In  doing  so  I 
would  like  to  emphasize  that  the  statements  of  policy  to  which  I  shall  refer 
represent  the  considered  opinion  of  prominent  businessmen  in  many  countries. 
While  the  Canadian  Council  has  not  as  yet  participated  fully  in  all  the  detailed 
international  committee  work  which  has  led  up  to  the  various  Resolutions  of 
the  Chamber,  its  representatives  have  attended  its  biennial  Congresses  abroad 
and  many  of  its  committee  meetings  and,  as  a  consequence,  we  have  accepted 
in  principle  the  general  thesis  underlying  all  the  International  Chamber  of 
Commerce’s  policy,  namely,  that  of  more  liberalized  world  trade  with  an 
expanding  volume  of  imports  as  well  as  exports,  the  reduction  of  special 
restrictions  and  formalities  to  a  minimum,  the  free  convertibility  of  currencies, 
the  creation  of  a  favorable  atmosphere  to  foreign  investment  in  capital¬ 
importing  countries  and  the  retention  of  trade  in  private  hands. 

With  regard  to  the  Committee’s  desire  to  study  improved  trading  relations 
with  the  countries  signatory  to  the  Atlantic  Pact,  we  would  submit  that  the 
adoption  of  the  International  Chamber’s  principles  and  recommendations  by 
such  countries  would  indeed  improve  their  economic  relations,  but  the  problems 
besetting  world  trade  today  can  only  be  solved  by  the  adoption  of  such  prin- 
cibles  by  all  trading  nations. 

I.  Convertibility  of  Currencies 

The  International  Chamber  of  Commerce  takes  a  fairly  optimistic  view  of 
the  question  of  re-establishing  convertibility  of  currencies,  which  today  essen¬ 
tially  means  that  all  currencies  of  the  free  world  should  be  readily  convertible 
into  U.S.  dollars.  A  Committee  of  the  I.C.C.  Commission  on  Commercial  and 
Monetary  Policy  recently  examined  the  question  of  how  to  provide,  in  case 
of  need,  facilities  for  countries  whose  monetary  reserves  are  insufficient  to  bear 
the  immediate  impact  of  a  free  exchange  market.  This  approach  was  based 
on  the  assumption  that  even  though  the  establishment  of  free  exchange  markets 
might  be  possible  now,  there  would  likely  arise  temporary  payment  difficulties, 
and  means  would  have  to  be  established  to  tide  individual  countries  over  such 
short-term  periods. 

The  International  Chamber  of  Commerce  has  consistently  taken  the  attitude 
that  a  primary  requisite  to  the  re-establishment  of  the  convertibility  of  cur¬ 
rencies  was  the  creation  of  internal  financial  stability,  that  is  to  say,  a  reduction 
in  deficit  financing,  a  general  steering  away  from  inflationary  policies  and  the 
establishment  of  internal  price  stability.  The  International  Chamber  of  Com¬ 
merce  has  felt  that  it  must  be  realized  that  a  country’s  domestic  policy  has  a 
direct  bearing  on  that  country’s  balance  of  payments  situation.  In  this 
connection  the  Report  of  the  Sub- Committee  which  was  published  in  February 
of  this  year  states:  “The  re-establishement  of  convertibility  is  not  a  goal  in 
itself  but  will  result  naturally  from  the  restoration  of  general  internal  equil¬ 
ibrium  in  the  individual  countries  and,  when  undertaken  with  sufficient  safe¬ 
guards,  it  will  at  the  same  time  help  in  eliminating  the  danger  of  recurrent 
crises  and  in  restoring  monetary  confidence,  thus  contributing  to  a  recovery  in 
savings  and  an  expansion  of  productive  investment.” 
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The  International  Chamber  of  Commerce  takes  the  view  that  a  number  of 
countries >  have  gone  a  long  way  in  re-establishing  internal  stability  but  that  a 
number  of  problems  still  stand  in  the  way  of  effective  working  of  convertibility. 

One  factor  is  that  in  many  countries  public  expenditure  still  remains  very 
high,  in  some,  as  much  as  35  to  45  per  cent  of  the  national  income,  for  such 
purposes  as  government- controlled  investment  in  housing,  welfare,  nationalized 
industries,  etc.  Not  only  is  such  public  expenditure  apt  to  leave  budget  deficits 
but  it  imposes  a  very  high  tax  burden  with  the  result  that,  in  the  words  of 
the  Report,  “The  spirit  of  enterprise  is  deadened,  costs  are  increased  and  the 
flow  of  savings  is  reduced.” 

Another  difficulty,  of  course,  is  presented  by  the  restrictions  and  barriers 
which  impede  the  flow  of  world  trade  and  here  I  would  like  to  quote  the 
Report  at  greater  length: 

In  the  first  place,  there  are  the  restrictions  imposed  with  greater 
or  less  justification  for  balance-of-payments  reasons  by  countries  which 
have  found  themselves  in  particularly  difficult  situations.  During  the 
transition  period  they  have  been  able  to  resort  to  trade  restrictions, 
more  especially  as  emergency  measures;  in  administration  there  is,  in 
fact,  a  tendency  to  consider  the  immediate  rather  than  the  ultimate 
effects.  It  has,  however,  been  found  again  and  again  that  a  reduction 
in  imports  has  not  led  to  a  contraction  in  spending  but  has  just  caused 
money  to  be  diverted  to  the  home  market,  thus  bringing  about  an  increase 
in  purchases  of  domestic  goods  and  services,  so  that  fewer  of  these  have 
been  available  for  export.  Moreover,  no  country  can  really  know  the 
true  value  of  its  currency  as  long  as  it  maintains  severe  import  restric¬ 
tions  which  impede  the  normal .  functioning  of  markets.  The  return  to 
convertibility  without  a  freeing  of  trade  would  be  a  mere  sham,  and 
there  is  no  reason  to  suppose  that  this  fundamental  fact  has  not  been 
realized:  an  abundant  flow  of  trade  and  an  adequate  degree  of  economic 
freedom  represent  the  only  foundation  upon  which  a  sounder  currency 
can  be  built. 

But  the  restrictions  imposed  for  monetary  purposes  which  grew  up 
during  the  war  are  not  the  only  hindrance  to  the  flow  of  trade;  there 
are  also  the  long-standing  tariff-barriers,  among  which,  of  course,  the 
U.S.  tariff  is  of  particular  importance  as  far  as  the  convertibility  of 
foreign  currencies  into  dollars  is  concerned.  Fortunately,  opinion  in  the 
United  States — including  that  of  important  industrial  circles — is  begin¬ 
ning  to  demand  substantial  reductions  in  the  existing  duties  and  to 
realize  the  extreme  importance  for  a  creditor  nation  to  accept  the  goods 
and  services  of  other  countries.  Any  other  course  would  be  tragedy. 
The  amount  of  aid  granted  has  brought  it  home  to  the  average  American 
that  it  may  be  more  to  his  advantage  to  permit  the  entry  of  goods  from 
abroad  than  to  go  on  subsidizing  other  countries.  It  should  no  longer 
be  possible  for  anybody  to  fail  to  recognize  the  common  sense  behind  the 
slogan  “trade  instead  of  aid”. 

The  Report  of  the  International  Chamber  of  Commerce’s  subcommittee  on 
monetary  reserves  and  convertibility,  created  by  its  Commission  on  Commercial 
and  Monetary  Policy,  then  considers  the  need  for  increased  mnoetary  reserves 
and  some  of  the  difficulties  which  a  return  to  convertibility  might  have  in  its 
wake  when  gold  and  dollar  reserves  are  barely  adequate.  As  the  Report  says, 
“If  reserves  are  slender  every  difficulty  is  likely  to  turn  into  a  crisis.”  In  the 
period  of  transition  from  a  controlled  to  a  free  system  in  payments  and  foreign 
trade  temporary  deficits  may  have  to  be  covered.  Once  convertibility  has  been 
re-established  it  is  important  that  continuous  liquidity  be  maintained  in  order 
to  avoid  a  recurrence  of  the  situation  in  1931,  when,  after  most  countries  had 
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returned  to  the  gold  exchange  standard  by  1929  and  monetary  confidence  was 
restored  in  nearly  all  countries,  a  few  weeks  of  crisis  in  short-term  credits 
sufficed  to  upset  the  exchange  stability  which  had  been  achieved  gradually  in 
the  previous  decade. 

The  Committee  recognized  the  institutions  which  exist  for  maintaining 
stability  in  the  international  monetary  reserves,  mentioning  particularly  the 
European  Payments  Union  which  operates  as  part  of  the  Organization  for 
European  Economic  Co-operation  program  and  the  International  Monetary 
Fund  as  well  as  the  International  Bank  for  Reconstruction  and  Development. 
The  International  Chamber  of  Commerce  Committee,  however,  questions 
whether  it  will  suffice  to  rely  upon  the  means  possessed  by  these  institutions 
particularly  as  the  International  Monetary  Fund  “has  still  to  show  in  what 
way  it  can  effectively  use  the  $3 . 0  billion  in  gold  and  dollars  which  it  has  at 
its  disposal.” 

In  the  Report  of  the  subcommittee  which  has  been  adopted  by  the  Inter¬ 
national  Chamber  of  Commerce  Council  it  is  proposed  as  a  further  step  to 
strengthen  the  international  liquidity  position  that  convertibility  funds  be 
established  in  the  financially  strong  countries.  Such  convertibility  funds  would 
serve  the  purpose  of  increasing  international  liquidity  as  required  to  buttress 
the  newly-freed  exchange  markets  and  provide  for  countries  sqeking  to  achieve 
convertibility  the  means  of  action  in  case  of  future  temporary  difficulties. 

With  regard  to  these  proposed  convertibility  funds  in  financially  strong 
countries  the  Report  says: 

These  funds  should  be  authorized  to  undertake  appropriate  trans¬ 
actions  and  in  each  case  sufficient  safeguards  must  be  designed  to  ensure 
that  the  country  granted  facilities  by  the  Convertibility  Funds  will  take 
all  the  necessary  steps  promptly  to  restore  its  internal  and  external 
balance.  The  activities  of  the  various  Funds  which  are  established  must 
be  duly  coordinated. 

A  precedent  for  such  cooperation  may  be  found  in  the  functioning 
of  the  Tripartite  Agreement  which  came  into  being  in  the  autumn  of 
1936  upon  the  issue  of  simultaneous  declarations  by  the  Governments  of 
France,  Great  Britain  and  the  United  States,  who  were  subsequently 
joined  by  three  other  governments. 

The  Tripartite  Agreement,  never  formally  terminated,  provided 
valuable  experience  which  may  well  be  given  careful  consideration  in 
conjunction  with  any  action  directed  towards  the  re-establishment  of 
currency  convertibility.  Convertibility  will  necessarily  mean  converti¬ 
bility  into  dollars  and,  once  it  is  established,  it  will  be  equally  in  the 
interest  of  countries  outside  the  United  States  and  in  that  of  the  United 
States  itself  to  ensure  that  it  is  maintained.  Experience  has  shown  that, 
in  addition  to  the  steps  taken  in  the  internal  economy  of  the  individual 
countries,  special  measures  must  be  adopted  to  safeguard  the  inter¬ 
national  liquidity  position  in  times  of  exceptional  stress. 

In  this  newly  to  be  established  system  of  Convertibility  Funds  the 
role  to  be  played  by  the  United  States  is,  of  course,  particularly  important. 
It  may  be  recalled  that  in  1934  the  U.S.  established  a  Stabilization  Fund 
of  $2  billion,  now  largely  utilized.  Under  present  circumstances,  with 
commodity  prices  more  than  doubled,  the  volume  of  international  trans¬ 
actions  greatly  increased,  and  the  number  of  countries  to  whom  credits 
might  be  granted  substantially  larger,  this  figure  would  have  to  be 
appropriately  increased.  As  in  the  case  of  the  Tripartite  Agreement, 
the  Fund  established  by  each  country  would  remain  under  its  exclusive 
control. 

The  creation  of  such  Funds  should  not  be  regarded  merely  as  a  means 
of  rendering  financial  assistance  to  other  countries;  it  is  in  the  interest 
of  the  financially  strong  countries  themselves  to  have  liquid  resources 
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available  in  case  of  need.  Ther^  is  no  doubt  that  one  of  the  reasons  for 
the  intensity  of  the  depression  of  the  1930’s  was  the  additional  compli¬ 
cation  of  the  liquidity  crisis  of  1931.  It  should  not  be  forgotten  that  the 
losses  suffered  in  particular  by  the  economy  of  the  United  States  owing 
to  the  extreme  severity  of  the  great  depression  have  been  estimated  at 
something  like  $200  billion  (at  the  prices  prevailing  at  the  beginning  of 
the  1930’s,  which  were  lower  than  those  ruling  at  present). 

Should  it  be  decided  in  the  near  future  or  at  a  later  date — in  the 
event,  for  instance,  of  a  deflationary  fall  in  prices — to  increase  the  world 
price  of  gold  (as  provided  in  the  Articles  of  Agreement  of  thb  Interna¬ 
tional  Monetary  Fund),  then  part  of  the  revaluation  profits  would 
probably  in  any  case  be  used  to  provide  resources  for  Convertibility 
Funds.  In  the  absence  of  a  change  in  the  gold  price,  it  would  seem 
appropriate  to  finance  the  proposed  Funds  by  allocations  of  specially 
created  government  securities,  such  as  that  made  in  the  1930’s  in  Great 
Britain  and  the  Netherlands. 

The  effectiveness  with  which  these  Funds  will  create  confidence  in 
the  various  currencies  of  the  western  world  will  depend  to  a  very 
considerable  degree  upon  their  size;  for  the  very  knowledge  that  there 
are  substantial  resources  which  may  be  called  upon  in  case  of  need 
will  have  a  reassuring  influence. 

To  sum  up,  the  attitude  of  the  International  Chamber  of  Commerce  on  the 
convertibility  of  currencies  is  as  follows: 

(a)  That  the  present  balance  of  payments  position  presents  an  oppor¬ 
tunity  for  decisive  measures  to  be  taken  towards  convertibility. 

(5)  That  for  countries  working  their  way  back  to  convertibility  the 
primary  requisite  is  the  restoration  and  maintenance  of  their  internal 
financial  stability. 

(c)  That  as  soon  as  the  reserve  position  makes  it  possible,  effective 
foreign  exchange  markets  be  re-established  under  which  a  pattern 
of  rates  can  be  reached  which  corresponds  to  economic  realities. 

(d)  That  countries  with  convertible  currencies  and  ample  reserves 
should, 

(1)  Liberalize  their  trade.  There  can  be  no  hope  of  a  restoration 
and  maintenance  of  convertibility  without  a  lowering  of  trade 
barriers  resulting  in  an  expansion  of  world  trade.  The  creditor 
nations  have  a  special  responsibility  in  this  respect. 

(2)  Establish  convertibility  funds  sufficiently  large  to  ensure  the 
revival  of  confidence.  The  convertibility  funds  would  serve 
the  purpose  of  increasing  international  liquidity,  which  is 
needed  not  only  +o  buttress  the  newly  freed  exchange  markets 
but  also  to  provide  countries  seeking  to  achieve  convertibility 
with  the  necessary  means  of  action  in  case  of  future  temporary 
difficulties  from  which  the  world  is  never  safe.  These  funds 
should  be  authorized  to  undertake  appropriate  transactions,  and 
in  each  case  sufficient  safeguards  must  be  designed  to  ensure 
that  the  country  granted  facilities  by  the  convertibility  funds 
will  take  all  the  necessary  steps  promptly  to  restore  its  internal 
and  external  balance.  The  activities  of  the  various  funds  which 
are  established  must  be  duly  coordinated. 

(3)  Take  other  measures  to  relieve  the  foreign  exchange  markets 
An  example  of  this  would  be  the  willingness  of  a  creditor 
government  to  accept  payment  in  the  currency  of  the  other 
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country.  The  sums  thus  received  could  be  applied  by  the 
recipient  to  constructive  economic  projects  either  in  the  debtor 
country  or  elsewhere  which  would  tend  to  relieve  the  pressure 
for  additional  budgetary  operations  for  foreign  expenditures. 
In  this  way  the  demand  for  scarce  currencies  on  world  markets 
would  be  reduced. 

II.  Foreign  Investment  As  It  Affects  Balance  Of  Payment  And  Trade 

The  living  standards  of  the  world  depend  on  the  volume  of  international 
trade.  In  addition  to  free  exchange  of  goods  and  services,  however,  there 
should  also  be  a  free  flow  of  capital  investment.  This  question  is  tied  closely 
to  that  of  the  convertibility  of  currencies.  Just  as  the  exchange  of  goods 
cannot  prosper  under  trade  restrictions  and  foreign  exchange  control,  the 
movement  of  capital  funds  is  hampered  by  the  absence  of  free  exchange 
markets.  A  much  freer  movement  of  capital  than  exists  today  would  not  only 
aid  the  volume  of  trade  but  would  also  tend  to  stabilize  the  balance  of  pay¬ 
ments  situation,  provided  flight  of  capital  was  prevented. 

The  importance  of  capital  movements  to  the  balance  of  payments  situation 
has  been  amply  demonstrated  in  the  case  of  Canada  itself.  Canada,  however, 
has  enjoyed  a  unique  position  in  the  post-war  years  with  regard  to  the 
investment  of  foreign  capital  in  its  industry  and  resources.  Other  countries 
have  been  less  fortunate.  The  bulk  of  capital  investment  in  foreign  countries 
since  World  War  II  has  been  for  government  or  inter- governmental  account. 

The  kind  and  degree  of  economic  development  which  countries  are  seek¬ 
ing  to  achieve  today  cannot  take  place  without  a  big  expansion  of  international 
private  investments.  A  recent  statement  by  the  International  Chamber  of 
Commerce  Council  makes  this  observation  and  adds: 

Government  funds  are  not  suitable  for  that  purpose  and  are, 
moreover,  unlikely  to  be  sufficient.  Private  investment  alone  has  the 
dynamic  and  realistic  qualities  required  by  giving  full  scope  to  individual 
inventiveness,  enterprise  and  risk-taking.  Direct  business  investment, 
for  instance,  represents  the  best  possible  combination  of  capital,  tech¬ 
nology  and  management. 

There  are  undoubtedly  fields  of  development  in  which  government 
funds  have  an  essential  role  to  play.  But  government  financing  should 
not  be  allowed  to  encroach  upon  areas  which  can  best  be  served  by 
private  capital  and  enterprise.  Nor  can  countries  that  fail  to  take  the 
proper  measures  to  attract  and  protect  private  investments  expect  to 
receive  government  funds  as  a  substitute  for  private  capital. 

As  a  means  of  promoting  the  flow  of  private  investments  to  countries 
requiring  foreign  capital  for  the  development  of  their  resources,  the  Inter¬ 
national  Chamber  of  Commerce  has  drawn  up  an  “International  Code  of  Fair 
Treatment  for  Foreign  Investments”,  which  takes  the  form  of  an  agreement  for 
signature  between  governments  and  describes  the  conditions  which  would 
create  a  favourable  climate  for  the  greater  flow  of  investment  funds.  The 
International  Chamber  of  Commerce  Code  has  already  been  submitted  to  all 
member  governments  of  the  United  Nations  and  is  believed  to  have  exercised 
considerable  influence.  This  Code  is  published  in  the  International  Chamber 
of  Commerce’s  Brochure  No.  129,  copies  of  which  we  are  placing  in  the  hands 
of  your  Chairman  for  the  information  of  the  Committee. 

In  brief,  the  Code,  or  Draft  Treaty,  provides  that  the  parties  thereto  shall 
adopt  legislation  within  their  respective  countries  providing  for  fair  treat¬ 
ment  of  foreign  capital,  including  respect  for  contractual  obligations,  com¬ 
pensation  in  case  of  nationalization  and  arrangements  enabling  profits  derived 
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from  the  investment  of  such  foreign  capital  to  be  transferred  to  the  country 
of  origin.  The  Chamber  believes  that  the  capital  importing  country  should 
treat  foreign  investments  on  the  same  favourable  basis  as  investments  made 
by  its  own  nationals. 

III.  Simplification  of  Trade  Formalities 

The  International  Chamber  of  Commerce’s  Committee  on  Formalities  in 
International  Trade  has  worked  assiduously  over  a  long  period  of  time 
towards  the  simplification  of  trade  formalities.  The  work  of  the  International 
Chamber  of  Commerce  in  this  regard  has  met  with  considerable  response 
from  national  governments. 

The  34  governments  being  the  Contracting  Parties  to  the  General  Agree¬ 
ment  on  Tariffs  and  Trade  at  their  7th  Session  in  November,  1952,  adopted 
two  sets  of  recommendations  with  regard  to  trade  formalities  and  approved 
the  text  of  an  International  Convention  to  Facilitate  the  Importation  of 
Samples  and  Advertising  Material,  all  of  which  were  based  on  submissions 
made  by  the  International  Chamber  of  Commerce. 

The  first  set  of  recommendations  calls  for  the  abolition  of  all  consular 
formalities  (consular  invoices  and  visas)  as  soon  as  possible  and,  in  any 
case,  by  the  end  of  1956,  and  a  sharp  reduction  of  consular  fees  and  formalities 
during  the  interim  period.  The  second  aims  at  cutting  down  to  the  strict 
minimum  the  number  of  documents  required  by  the  customs  authorities  for 
the  entry  of  goods.  The  Convention  on  Commercial  Samples  and  Advertising 
Material  was  opened  for  signature  by  governments  on  February  1st,  1953. 

In  response  to  a  resolution  of  the  Council  of  the  International  Chamber 
of  Commerce  on  “sanctity  of  contracts”  the  Contracting  Parties  of  GATT  also 
issued  a  recommendation  calling  upon  all  the  signatory  governments  to  make 
every  effort  to  permit  the  fulfilment  of  bona  fide  contracts  concluded  before 
the  imposition  or  intensification  of  quantitative  restrictions. 

The  Contracting  Parties  have  also  decided  to  investigate  two  other 
subjects  proposed  for  study  by  the  International  Chamber  of  Commerce, 
namely,  customs  valuation  under  Article  VII  of  GATT  and  administrative 
regulations  concerning  the  nationality  of  goods. 

IV.  State  Trading 

The  International  Chamber  of  Commerce  has  consistently  opposed  the 
intervention  of  governments  in  international  trade.  At  its  Xlth  Congress  in 
Montreux,  Switzerland,  in  June,  1947,  the  International  Chamber  of  Commerce 
adopted  a  resolution  on:  “The  Merchant’s  Role  in  International  Trade”  which 
declared  that, 

The  International  Chamber  of  Commerce  is  of  opinion  that  bulk 
buying  by  governments,  as  a  method  of  ensuring  supplies  from  abroad, 
is  frequently  both  uneconomic  and  unsuccessful,  fails  to  stimulate 
increased  world  production  of  the  commodity  in  short  supply,  leads 
almost  inevitably  to  collective  selling  by  the  producers  of  the  commodi¬ 
ties  involved  and,  by  introducing  politics  into  business,  creates  inter¬ 
national  tension. 

The  Chamber  urges  that  the  functions  of  purchasing  should  return 
as  soon  as  possible  to  the  recognized  trade  channels  and  to  Exchanges, 
which  have  acquired  a  detailed  and  expert  knowledge  of  the  various 
markets  over  a  long  period  of  trading,  and  which  provide  facilities 
essential  to  industry  and  commerce. 

The  Canadian  Council  of  the  International  Chamber  fully  subscribes  to 
the  above  resolution  and  particularly  draws  the  attention  of  the  Committee 
to  the  last  paragraph  of  the  resolution  which  urges  that  the  functions  of 


70 


STANDING  COMMITTEE 


purchasing  should  return  as  soon  as  possible  to  the  recognized  trade  channels 
and  to  free  exchanges.  We  strongly  believe  that  the  open  market,  where 
private  traders  may  buy  and  sell  in  accordance  with  their  needs,  is  the  only 
satisfactory  means  of  reflecting  the  actual  supply  and  demand  of  commodities 
entering  into  international  trade  and  hence  of  establishing  realistic  world  prices. 

In  conclusion,  the  Canadian  Council  commends  to  this  Committee  of 
the  Senate  the  above-mentioned  views  of  the  International  Chamber  of  Com¬ 
merce  and  trusts  that  they  may  be  of  assistance  to  them  in  seeking  solutions 
to  the  many  problems  that  surround  the  present  flow  of  trade  between  nations. 

The  Chairman:  Thank  you  very  much,  Mr.  Cruikshank. 

Mr.  Cruikshank:  I  am  sorry  it  has  been  so  long,  but  it  does  express  our 
views. 

The  Chairman:  Honourable  members,  the  meeting  is  now  open  for 
questioning,  if  any  honourable  member  wishes  to  question  Mr.  Cruikshank. 
There  is  a  great  deal  of  meat  in  what  he  has  said. 

Hon.  Mr.  Turgeon:  Mr.  Chairman,  may  I  ask  a  question? 

The  Chairman:  Certainly. 

Hon.  Mr.  Turgeon:  In  your  recommendation  for  freer  trade,  Mr.  Cruik¬ 
shank,  do  you  include  any  steps  which  would  be  dangerous  to  any  particular 
local  interests? 

Mr.  Cruikshank:  The  recommendation  for  what,  Senator  Turgeon? 

Hon.  Mr.  Turgeon:  For  freer  trade,  and  greater  imports?  Do  you  provide 
any  caution  against  injury  to  an  industry  which  is  carrying  on  business  under 
difficult  conditions? 

Mr.  Cruikshank:  I  do  not  think  it  has  ever  come  up.  Perhaps  Mr.  Nelles 
could  answer  that  better  than  I. 

Mr.  Nelles:  I  think  it  was  considered,  Mr.  Chairman,  but  the  recom¬ 
mendation  was  in  general  terms.  I  think  that  each  individual  country,  when 
negotiating  such  an  agreement,  would  no  doubt  look  after  certain  interests. 
It  has  been  the  hope  of  the  Chamber  that  any  sectional  interest  would  not 
wreck  the  general  framework  under  which  world  trade  is  to  be  liberalized. 

Hon.  Mr.  Paterson:  Mr.  Chairman,  is  not  this  whole  discussion  just  on  the 
fringe?  The  meat  and  heart  of  the  whole  thing  is  the  standard  of  living  in 
the  various  countries.  May  I  give  you  an  illustration.  I  can  buy  trout  flies  in 
Vancouver  for  twenty-four  for  $1.00,  tied  in  Japan.  The  shipping  going 
through  the  Panama  Canal  is  largely  Norwegian  or  Greek.  Why?  Because 
their  standard  of  living  is  so  low,  that  they  can  afford  to  carry  that  trade.  Are 
we  not  all  afraid  of  foreign  competition?  Would  it  not  create  unemployment, 
if  we  allow  the  Japanese,  who  will  work  for  fifty  cents  a  day,  to  compete  with 
men  in  our  own  industries? 

The  meat  of  the  nut  is  the  standard  of  living  in  this  country,  and  in  the 
United  States  they  are  doing  their  best  to  build  up  the  standard  of  living  in 
foreign  countries,  but  it  will  be  a  long  process. 

Hon.  Mr.  Crerar:  That  is  a  very  difficult  point,  Mr.  Chairman.  It  does 
seem  to  me  that  low-priced  goods  will  tend  to  improve  the  standard  of  living, 
rather  than  reducing  it.  If  I  can  buy  a  suit  of  clothes,  for  instance,  from 
Japan  twenty  per  cent  cheaper  than  I  can  buy  it  in  Canada,  I  have  a  sort  of 
vague  idea  Mr.  Chairman,  that  helps  my  standard  of  living.  It  is  true  that 
may  be  the  means  of  the  dislocation  of  some  labour,  but  through  these  arti¬ 
ficialities,  very  often  we  direct  labour  into  the  wrong  channels,  and  into  the 
wrong  places.  If  there  is  any  virtue  in  the  proposition  very  admirably  outlined 
in  this  brief,  the  increase  in  world  trade — the  general  expansion  of  trade — will 
promote  general  wellbeing.  I  do  not  know  about  this  Japanese  business.  I 


CANADIAN  TRADE  RELATIONS 


71 


know  we  sell  the  Japaneste  barley,  we  sell  the  Japanese  wheat,  we  sell  them 
lumber,  and  probably  newsprint,  and  many  other  things.  Just  how  would 
we  be  able  to  do  that  if  we  refused  to  accept  their  goods? 

Hon.  Mr.  Paterson:  You  do  not  want  your  local  tailor  to  be  on  relief, 
do  you? 

Hon.  Mr.  Crerar:  No.  I  think  in  theory,  if  we  carry  it  out  logically,  we 
would  be  creating  tariff  barriers  every  time  industry  was  threatened  to  be  in 
trouble. 

I  recall  back  twenty-five  or  thirty  years  ago  when  the  Western  farmers 
were  on  the  march,  and  were  wanting  free  agricultural  implements,  and  it  was 
held  in  many  places  that  such  a  thing  would  promote  unemployment,  and  would 
penalize  our  Canadian  implement  industry,  and  general  chaos  would  result. 

Well,  the  duties  were  taken  off  agricultural  implements.  It  is  true  there 
may  have  been  a  little  readjustment  necessary.  But  what  has  followed?  We 
have  an  agricultural  implement  industry  in  Canada  today  that  is  on  a  more 
sound  basis  than  it  ever  was  in  its  history. 

I  think,  if  we  are  in  earnest  about  seeking  the  expansion  of  world  trade, 
we  are  getting  to  the  point  where  we  must  have  currency  convertibility,  which 
can  only  come  through  an  expansion  of  world  trade,  solidly  based,  and  I  think 
we  have  to  do  some  thinking  about  that,  Mr.  Chairman. 

The  Chairman:  I  think  there  is  a  great  deal  in  what  you  say,  Senator 
Crerar.  The  world  is  divided  today.  We  have  the  iron  curtain  sphere  of 
influence,  and  we  have  the  free  world  sphere  of  influence,  and  if  the  nations 
of  the  free  world  have  barriers  placed  around  them,  we  will  wreck  the  free 
world  situation  completely.  In  regard  to  the  NATO  nations;  it  is  not  a  question 
of  whether  they  are  going  to  do  anything  or  not;  they  are  going  to  do  it.  They 
will  have  to  do  a  certain  amount  of  exploring,  and  how  are  we  going  to  do  it? 
If  there  are  too  restrictive  clauses,  it  may  fall  into  the  hands  of  the  vested 
interests,  and  then  there  are  too  many  jobs,  and  high-powered  executives,  who 
will  become  a  part  of  the  routine  of  the  nation. 

When  these  were  put  on,  it  was  to  meet  a  temporary  crisis,  but  that  crisis 
has  gone  on  from  year  to  year,  and  I  think  our  position  here  is,  as  a  fact¬ 
finding  body,  that  we  explore  the  conditions. 

Going  back  to  the  remark  by  Senator  Paterson,  in  regard  to  the  foreign 
shipping;  is  not  their  capital  investment  very  low?  I  think  some  of  the  ships 
would  sell  for  a  song. 

Hon.  Mr.  Paterson:  That  is  quite  true,  but  it  is  their  wages  which  keep 
them  afloat  now. 

The  Chairman:  I  notice,  in  regard  to  the  NATO  nations,  they  would  like 
to  do  some  shipping,  but  it  is  in  the  Act  that  the  freight  must  be  carried  in 
American  vessels.  That  is  a  point  of  grievance  with  these  other  nations — 
rightly  or  wrongly. 

I  noticed  in  the  Press  a  suggestion  that  we  should  get  more  shipping. 
There  is  no  question  but  what  we  could  carry  our  purchases  home.  I  know 
the  shipping  question  is  very  important,  and  I  have  given  a  great  deal  of 
thought  to  it,  because  we  have  high  living  standards  in  both  Canada  and  the 
United  States,  and  as  regards  the  shipping,  we  are  paying  more  than  double 
the  wages.  That  makes  it  very  difficult. 

Hon.  Mr.  Paterson:  Senator  Campbell  was  showing  me  some  figures 
yesterday.  I  wonder  if  he  would  care  to  comment  on  them. 

The  Chairman:  I  have  had  several  talks  with  Senator  Campbell,  and  he 
has  given  this  matter  a  great  deal  of  thought.  Perhaps  he  would  like  to 
say  a  word. 

Hon.  Mr.  Campbell:  I  think  it  would  be  better  if  you  got  the  evidence 
from  the  witnesses  who  are  here. 
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In  regard  to  this  question  of  shipping;  there  is  a  tremendous  differential 
between  the  cost  of  Canadian  shipping,  and  that  of  other  countries.  The 
difference  between  the  cost  of  operating  a  ten  thousand  ton  Canadian  vessel 
as  compared,  for  instance,  with  a  Norwegian  vessel,  is  about  $350  a  day. 

Hon.  Mr.  Burchill:  In  favour  of  whom? 

Hon.  Mr.  Campbell:  In  favour  of  the  Norwegians.  It  is  the  cost  to  the 
Canadian  shipping  of  around  eight  hundred  dollars,  as  against  a  cost  of  about 
five  hundred  dollars  to  the  Norwegians.  The  Italian  vessels  are  even  lower 
in  cost,  and  also  the  German. 

The  Chairman:  Apart  from  the  capital  cost? 

Hon.  Mr.  Campbell:  That  is  purely  for  operation,  provisions,  fuel,  wages 
and  maintenance. 

Hon.  Mr.  Paterson:  Do  not  forget  the  Japanese  are  even  lower. 

Hon.  Mr.  Campbell:  They  will  be  lower  undoubtedly.  However,  on  the 
other  hand,  the  operation  of  a  Norwegian  vessel  is  far  superior  to  the  British, 
the  United  States  and  the  Canadian.  A  company  in  which  I  am  interested 
charters  Norwegian  vessels  in  order  to  carry  on  business.  I  have  been  on 
these  vessels  and  the  interest  the  crews  take  in  the  maintenance  of  their  vessels 
is  most  encouraging  to  see.  They  will  do  repairs  afloat,  which  the  crews  of 
Canadian  vessels  would  not  think  of  doing.  I  do  not  think  it  is  so  much  the 
difference  in  the  standard  of  living  as  it  is  in  the  customs  of  the  country.  The 
Norwegians  go  to  sea,  and  take  pride  in  their  work,  and  are  willing  to  work 
at  lower  costs.  But  there  is  that  differential.  I  would  like  to  ask 
Mr.  Cruikshank  a  question,  if  I  may. 

The  Chairman:  Certainly,  Senator  Campbell. 

Hon.  Mr.  Campbell:  On  page  7  you  sum  up  the  views  of  the  International 
Chamber  of  Commerce  in  regard  to  the  convertibility  of  currency,  and  then  in 
paragraph  3,  on  page  eight,  you  suggest  that  countries  or  creditor  governments 
should  be  willing  to  take  the  currency  of  the  other  countries.  Is  that  not 
what  we  are  doing,  in  effect,  by  insuring  foreign  creditors,  and  insuring  ship¬ 
ments  of  goods  abroad — in  the  final  analysis? 

The  Chairman:  I  think,  Senator  Campbell,  it  is  that  these  goods  are  sold 
for  Canadian  currency.  We  take  probably  greater  risks  in  selling  them. 

Hon.  Mr.  Campbell:  Where  you  have  a  method  of  insuring,  and  a  country 
fails  to  pay,  what  is  the  remedy  in  that  case  for  governments  which  stand 
behind  these  shipments?  Has  it  not  been  considered  at  all,  Mr.  Cruikshank, 
by  your  Chamber  of  Commerce? 

Mr.  Cruikshank:  It  is  paid  in  Canadian  currency,  and  if  there  is  a  loan 
in  a  foreign  country,  you  are  paid  back  in  Canadian  currency. 

Hon.  Mr.  Campbell:  As  far  as  the  payment  of  the  shipment  is  concerned, 
that  is  paid  for  in  Canadian  currency? 

Mr.  Cruikshank:  Yes. 

Hon.  Mr.  Campbell:  What  does  the  government  get? 

The  Chairman:  You  have  to  go  through  quite  a  routine  to  ship  that  way. 
If  the  Canadian  government  paid  a  few  thousand  dollars — for  instance,  the 
Chinese  ships  which  were  sold,  the  Canadian  government  paid  the  bank  three 
million  or  four  million  dollars,  or  whatever  the  amount  was.  Probably  we 
gave  it  in  the  wrong  place,  in  that  connection. 

Hon.  Mr.  Campbell:  A  great  deal  of  this  discussion  is  theory  and  opinions. 
When  you  get  down  to  the  practical  method  of  doing  things,  for  instance,  a 
shipment  of  goods  to  Brazil;  there  is  no  doubt  today  but  that  Brazil  is  having 
great  difficulty  in  finding  dollars  to  buy  goods,  and  many  people  now  have 
refused  to  send  goods  to  Brazil,  because  they  do  not  think  they  will  be  paid. 
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What  I  am  saying  is  that  the  first  practical  step  which  Canada  has  taken 
is  in  the  method  of  insuring  any  of  these  creditors  and  foreign  countries, 
where  you  have  a  weak  currency  situation,  or  an  uncertain  political  situation. 
Do  you  think  more  can  be  done  by  the  Government  of  Canada  agreeing  to 
accept  foreign  currency,  than  they  can  by  insuring  in  this  way,  and  if  so, 
what  happens  when  they  do  get  this  foreign  currency? 

The  Chairman:  May  I  answer  that,  Senator  Campbell? 

Hon.  Mr.  Campbell:  I  would  rather  the  Witness  would  answer  it,  Mr. 
Chairman.  After  all,  the  International  Chamber  of  Commerce  has  ^been 
studying  these  questions. 

Mr.  Nelles:  Mr.  Chairman,  actually,  while  we  do  not  come  down  to 
specific  situations,  the  policy  of  the  Chamber  has  been  to  try  and  draft 
practical  rules  and  Codes  of  conduct  for  use  by  governments,  in  the  hope 
that  such  situations  would  be  straightened  out.  That  is  the  reason  for  this 
Code  of  Fair  Treatment  for  Foreign  Investments.  If  the  governments  would 
adopt  the  Code  and  follow  it  to  the  letter,  some  of  these  difficult  problems 
would  be  solved.  But  I  do  not  think  the  Chamber  of  Commerce,  nor  any 
other  organization,  can  foresee  all  the  possibilities  of  what  you  might  call 
“unmoral  conduct”  on  the  part  of  foreign  nations.  You  cannot  safeguard  against 
all  contingencies.  But  if  the  governments  would  adopt  such  Codes,  and  follow 
them  through,  we  would  not  get  into  some  of  the  difficulties  in  which  we 
find  ourselves  today. 

I  might  add  a  word  to  Senator  Campbell’s  remark  about  tariffs  and 
about  shipping  from  the  Far  East.  The  Chamber  has  never  suggested  all 
tariffs  should  be  withdrawn  at  one  fell  swoop,  but  trade  must  be  liberalized 
progressively  through  governmental  action  and  by  carrying  out  their  agree¬ 
ments  in  good  faith.  Certainly  we  have  all  kinds  of  standards  of  living  in 
the  world  which  affect  our  own  industries,  but  primarily  the  Committee 
considered  within  its  Terms  of  Reference  the  NATO  countries. 

We  have  been  working  largely  with  the  countries  of  the  western  world 
in  mind,  and  it  has  always  been  a  problem,  and  will  be  for  some  time,  that 
the  low  standard 'of  living — in  Japan  and  China — may  force  us  to  maintain 
a  certain  protection  until  their  standard  of  living  has  come  up  somewhat 
closer  to  ours. 

But  the  liberalization  of  trade  and  the  institution  of  arrangements  for 
converting  funds  are  inter- dependent,  and  if  these  are  carried  out  by 
governmental  action  with  good  will,  and  following  the  rules  to  which  they 
agree,  these  things  would  be  much  nearer  solution. 

The  United  States  has  subscribed  to  this — at  least  it  has  not  been  officially 
adopted  by  the  Senate — to  this  agreement  on  tariff  and  trade,  but,  neverthe¬ 
less,  the  United  States  has  been  operating  under  it,  but  because  of  certain 
pressures  in  the  United  States,  the  rules  have  not  been  followed  in  the 
United  States.  There  is  nothing  the  Chamber,  nor  any  other  organization  can 
do  to  force  the  American  government  to  act  in  perhaps  a  better  manner  in 
respect  to  these  obligations. 

Hon.  Mr.  Burchill:  We  are  interested  in  that  question,  too.  I  am  think¬ 
ing  of  our  trade  relations  with  Great  Britain,  particularly;  I  mean,  our  gov¬ 
ernmental  trade  relations.  The  Canadian  Government  loaned  Great  Britain 
a  certain  amount  of  Canadian  currency  for  goods  to  be  purchased  in  Canada. 
By  arrangement  the  U.K.  Government  makes  payments  on  that  in  Canadian 
dollars  at  the  present  time? 

The  Chairman:  Yes,  I  understand  they  do. 

Hon.  Mr.  Burchill:  I  thought  of  that  in  this  way;  I  am  just  theorizing, 
but  if  the  Canadian  Government  was  willing  to  accept  British  currency — 
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pounds  instead  of  Canadian  dollars — for  that  alone,  and,  as  you  suggest,  make 
investments  in  Great  Britain  with  the  money  they  receive,  would  not  that 
be  something  you  had  in  mind? 

Mr.  Nelles:  Yes.  With  the  operation  of  this  plan,  you  would  be  able 
to  transfer  currency. 

Hon.  Mr.  Burchill:  And  that  would  relieve  the  pressure  of  Canadian 
dollars  in  Great  Britain. 

Hon.  Mr.  Campbell:  That  does  not  accomplish  a  single  thing.  If  you 
sell  to  Great  Britain,  and  take  sterling,  and  then  turn  around  and  spend  that 
sterling  in  Great  ’  Britain,  and  buy  goods  or  services,  you  are  back  to  your 
starting  point  again. 

The  Chairman:  Senator  Campbell,  we  do  not  have  to  necessarily  spend  it 
in  Great  Britain.  It  might  be  spent  in  South  Africa,  or  Australia.  I  was 
discussing  this  with  a  gentleman  in  Jamaica  a  few  weeks  ago.  They  were 
starting  the  erection  of  a  large  hotel.  They  need  hotels  and  playgrounds 
in  Jamaica,  and  require  a  couple  of  million  dollars,  and  there  will  be  many 

Canadian  and  American  subscribers  to  that  fund.  I  spoke  about  that,  and 

was  told  that  any  capital  invested  in  Jamaica  could  be  withdrawn  at  any 
time,  that  dividends  and  interest  could  be  withdrawn,  and  it  was  absolutely 
free.  In  how  many  parts  of  the  British  Empire  is  there  no  exchange?  You 
know  the  English  pounds  are  not  exchanged,  nor  the  Australian  pounds,  and 
you  know  what  the  Russians  did;  they  went  out  and  bought  the  whole  crop 
with  British  pounds. 

Hon.  Mr.  Campbell:  I  would  like  to  hear  the  witness  on  that.  The  point 
is,  what  advantage  do  you  get  by  the  Government  taking  foreign  currency, 
if  you  are  going  to  spend  it  again,  and  I  do  not  care  where  you  spend  it? 
The  only  advantage  you  have  is  by  way  of  insurance,  by  which  when  the 

shipment  of  goods  is  finally  made  to  a  country  which  is  unable  to  pay,  then 

there  is  a  domestic  situation  created  in  that  country,  and  their  currency  is 
accepted,  frozen  and  held  by  the  country.  Can  you  explain  where  there  is 
any  advantage  in  accepting  Sterling  and  pounds,  and  then  the  next  day 
spending  it  in  Australia,  or  any  place  else? 

Hon.  Mr.  Crerar:  Before  the  witness  answers  that,  there  seems  to  be  a 
very  important  point  raised  by  Senator  Campbell.  Let  us  take  as  an  example 
one  million  bushels  of  wheat.  Quite  obviously  our  private  traders  in  the 
ordinary  procedure  in  regard  to  grain  would  not  accept,  as  a  condition  of  the 
contract,  that  they  take  payment  in  sterling  for  the  one  million  bushels  of 
wheat,  for  the  reason  that  they  paid  in  dollars  for  the  wheat  when  they  bought 
it  originally.  If  the  Canadian  Government  says,  “We  will  sell  one  million 
bushels  of  wheat,  and  take  sterling”,  then  the  Canadian  Government  must 
find  the  dollars  to  pay  the  farmers  who  produced  the  wheat,  because  they 
cannot  say  to  a  producer,  “Here  is  so  much  sterling”,  because  sterling  is  of  no 
use  to  the  producers. 

Does  it  not  boil  down  to  this;  if  we  take  sterling  for  a  million  bushels  of 
wheat,  the  Canadian  Government  has  to  provide  the  dollars,  in  the  first 
instance,  to  get  the  wheat,  and  they  accumulate  the  sterling,  and  what  will 
they  do  with  the  sterling  in  the  future?  They  may  say,  “All  right,  we  will 
invest  the  equivalent  of  one  million  bushels  of  wheat  in  Britain,  is  some 
industry”,  but  that  boils  down  to  this;  that  the  Canadian  Government  is 
going  to  make  a  loan  to  Britain  for  that  amount.  That  is  the  way  I  see  it,  and 
that  is  the  point  I  think  Senator  Campbell  had  in  mind,  and  I  think  it  would 
be  interesting  if  this  group  could  have  some  elucidation  of  it  if  we  can  get  it. 

Hon.  Mr.  Campbell:  That  would  be  interesting. 

Mr.  Cruikshank:  We  have  an  economist  here,  Dr.  Marsh,  who  might  have 
a  word  to  say. 
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Dr.  Marsh:  Mr.  Chairman,  I  would  say  that  any  acceptance  of  sterling  in 
return  for  Canadian  exports  would  be  de  facto  a  loan.  There  is  no  doubt 
about  that.  I  agree  with  what  Senator  Crerar  has  said.  I  think  that  the  mere 
spending  of  that  sterling  in  Great  Britain  need  not  put  us  back  where  we  were 
before.  It  is  exchanging  our  wheat  for  machinery,  or  whatever  it  may  be, 
from  Great  Britain.  That  does  not  put  us  back  where  we  were.  It  would 
facilitate  the  exchange  of  goods  and  services  between  nations.  If  we  took  the 
sterling  temporarily,  and  spent  it  the  next  day,  so  much  the  better;  if  we  took 
sterling  and  did  not  spend  it,  so  much  the  worse.  We  have  the  contingency 
of  goods  and  services,  with  'the  loan  coming  to  us  sometimes  in  the  future. 
We  cannot  get  the  loan  back,  unless  we  take  some  goods  in  exchange  for  the 
sterling.  I  think  that  is  the  essence  of  the  plan,  and  you  would  facilitate  the 
exchange  of  goods  and  services. 

I  admit  at  once  that  taking  sterling  is  a  loan,  and  if  you  invest  that  in 
Great  Britain,  you  are  switching  from  one  type  of  loan  to  another.  Maybe 
that  is  a  good  thing  to  do,  and  maybe  it  is  not.  However,  that  is  what  it  is. 
It  might  pay  off. 

Hon.  Mr.  Campbell:  May  I  make  a  comment  on  that  statement?  By 
doing  that,  you  are  doing  exactly  the  same  thing  as  you  are  doing  by  selling 
wheat  to  the  United  Kingdom  for  dollars,  and  spending  the  dollars  in  Britain. 

Dr.  Marsh:  Oh,  yes,  quite. 

Hon.  Mr.  Campbell:  That  is  why  I  do  not  understand  why  an  effort  to 
prevent  that  is  not  important. 

Dr.  Marsh:  If  you  can  sell  it  for  sterling  and  spend  the  sterling,  you  do' 
not  have  to  have  the  dollars. 

Hon.  Mr.  Campbell:  You  cannot  buy  anything  in  Britain  for  sterling. 

Hon.  Mr.  Turgeon:  In  connection  with  the  discussion  we  are  having  about 
government  intervention,  and  the  exchange  of  currency,  and  the  taking  of 
payment  in  pounds;  as  Senator  Crerar  pointed  out,  it  would  have  to  be  the 
government  itself  which  would  take  the  payment  in  pounds,  and  pay  the 
Canadian  exporters  in  dollars. 

There  is  a  paragraph  in  the  brief  with  which  I  am  very  strongly  in 
agreement,  but  I  realize  it  would  take  some  time  to  carry  it  out.  I  would 
like  to  know  if  there  is  not  some  conflict  of  thinking  in  regard  to  the  Canadian 
Government  taking  pounds,  and  paying  the  Canadian  exporters  in  dollars. 

The  statement  on  page  11,  under  heading  No.  IV,  “State  Trading”  reads: 

The  International  Chamber  of  Commerce  has  consistantly  opposed 
the  intervention  of  governments  in  international  trade. 

With  the  recommendation: 

At  the  Xlth  Congress  in  Montreux,  Switzerland,  in  June,  1947,  the 
International  Chamber  of  Commerce  adopted  a  resolution  on:  “The 
Merchant’s  Role  in  International  Trade”  which  declared  that, 

The  International  Chamber  of  Commerce  is  of  opinion  that 
bulk  buying  by  governments,  as  a  method  of  ensuring  supplies  from 
abroad,  is  frequently  both  uneconomic  and  unsuccessful,  fails  to 
stimulate  increased  world  production  of  the  commodity  in  short 
supply,  leads  almost  inevitably  to  collective  selling  by  the  producers 
of  the  commodities  involved  and,  by  introducing  politics  into  busi¬ 
ness,  creates  international  tension. 

The  Chamber  urges  that  the  functions  of  purchasing  should 
return  as  soon  as  possible  to  the  recognized  trade  channels  and  to 
Exchanges,  which  have  acquired  a  detailed  and  expert  knowledge 
of  the  various  markets  over  a  long  period  of  trading,  and  which 
provide  facilities  essential  to  industry  and  commerce. 

73922—21 


76 


STANDING  COMMITTEE 


Can  we  exchange  the  currency?  I  am  all  for  the  convertibility  of  currency. 
Can  it  be  brought  about  by  the  Canadian  Government  accepting  for  trade 
purposes  the  Sterling,  and  paying  in  Canadian  currency,  and  can  that  be 
reconciled  with  the  recommendation  made  in  1947  and  assented  to  here  today, 
for  putting  a  finality  to  government  intervention  in  state  trading?  I  am  strongly 
in  favour  of  governments,  as  soon  as  possible,  getting  out  of  the  state  trade, 
but  can  the  two  be  reconciled? 

Mr.  Nelles:  In  the  course  of  time,  yes.  If  you  had  a  free  exchange  market, 
whereby  exchange  could  move  freely,  there  would  be  no  reason  for  the 
Government  being  in  the  picture  as  it  is  today. 

Hon.  Mr.  Turgeon:  If  I  were  an  exporter,  sending  wheat  or  something  to 
Great  Britain,  and  the  Government  took  payment  in  pounds,  and  gave  me  the 
money  in  dollars,  and  that  was  continued  for  any  length  of  time,  would  that 
bring  about  state  trade?  It  might  assist  in  the  convertibility  of  currency,  but 
if  it  did  not,  by  itself,  bring  about  the  convertibility  of  currency,  I  think  it 
would  merely  perpetuate  state  trade,  rather  than  end  it. 

Mr.  Nelles:  It  could  do,  I  think,  under  those  circumstances. 

The  Chairman:  I  think  Senator  Turgeon,  you  will  find  that  the  Government 
has  always  showed  these  reserves  and  if  you  sell  on  a  foreign  market,  you  have 
these  short  term  credits,  and  when  you  get  the  money  to  pay  for  the  goods, 
you  go  to  the  Bank  of  Canada,  and  exchange  the  currency.  As  Governor 
Towers  told  us,  we  lost  eighty  million  dollars  of  American  reserves  on  account 
of  the  American  exchange  going  down.  We  have  Sterling  as  representing  the 
purchasing  power  of  the  British  Empire.  I  think  it  would  be  but  a  short  time 
before,  we  lost  ten  million  dollars  or  twelve  million  dollars,  as  it  were,  by 
holding  up  their  reserves,  for  private  banks  who  pay  you  for  the  goods  you 
shipped. 

Hon.  Mr.  Paterson:  To  make  it  clear  to  me,  what  does  “convertibility” 
mean?  Supposing,  as  Senator  Crerar  says,  we  sell  one  million  bushels  of  wheat 
and  get  sterling,  say,  one  million  pounds.  What  you  maintain  is  that  we  could 
immediately  convert  that  one  million  pounds  into  Canadian  dollars. 

The  Chairman:  That  is  right. 

Hon.  Mr.  Paterson:  Who  guarantees  it?  The  Canadian  Government  takes 
the  onus  of  guaranteeing  those  pounds  as  being  good? 

The  Chairman:  Unless  we  are  free  to  hand  it  back  to  private  enterprise, 
as  Mr.  Cruikshank  says.  I  think  he  is  suggesting  that  it  be  handed  back  to 
private  enterprise.  Then  we  take  our  own  risks. 

Hon.  Mr.  Paterson:  Would  you  take  the  pounds  now? 

The  Chairman:  No,  because  the  Bank  of  Canada  does  not  recognize  them. 

Hon.  Mr.  Paterson:  Then  the  Government  has  to  guarantee  them? 

The  Chairman:  They  guarantee  only  what  they  hold  in  their  own  reserve; 
not  what  you  and  I  hold.  We  take  a  risk  with  American  currency.  Private 
traders  match  their  brains  against  each  other,  when  it  is  handed  back  to 
private  enterprise,  and  not  against  the  government  which  sits  down  at  a  table 
and  changes  the  value  of  the  currency  over  night. 

Hon.  Mr.  Crerar:  Using  wheat  again  as  an  illustration;  we  take  payment 
for  the  one  million  bushels  of  what  is  Sterling.  We  have  then,  say,  one  million 
pounds  of  sterling,  by  way  of  illustration.  Quite  obviously  we  cannot  pay  the 
transport  companies  in  Canada,  nor  the  producers  of  wheat  in  pounds,  because 
they  are  of  no  use  to  them.  The  Canadian  Government  then  might  say,  “Well, 
we  have  got  this  one  million  pounds;  we  will  go  in  and  buy  one  million  pounds 
worth  of  rubber  from  say,  Malaya,  which  is  in  the  sterling  area,  and  we  dispose 
of  the  one  million  pounds,  and  get  the  equivalent  in  rubber”.  But  that  does  not 
help,  as  far  as  Britain  is  concerned.  It  is  not  converted  in  the  real  meaning 
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of  the  term,  because  Britain  lost  the  equivalent  of  what  she  would  get  if  the 
one  million  pounds  were  converted  into  dollars.  What  is  the  remedy?  I  suggest 
that  the  remedy  is  for  Britain  to  put  herself  in  a  position,  if  necessary,  by 
lowering  the  standard  of  living,  working  longer  hours,  and  at  lower  rates  of 
pay,  to  produce  chiefly  what  she  can  export  to  other  markets.  There  is  then 
an  obligation  on  us  to  accept  British  goods,  and  we  should  not  let  tariff  barriers 
stand  in  the  way  of  that. 

When  we  remove  the  tariff  barrier  on  textiles,  for  instance,  where  they 
are  still  very  high,  we  help  Britain  to  earn  dollars,  but  in  that  way  we  may 
dislocate  some  of  our  existing  industries,  and  that  is  something  from  which 
we  shrink.  We  say  we  are  going  to  maintain  the  standard  of  living;  we  are 
going  to  maintain  the  scale  of  wages  in  the  textile  industry,  and  we  will 
maintain  the  hours  of  work  in  the  textile  industry,  and  so  we  have  to  bar 
British  goods  and  in  that  way  prevent  Britain  earning  dollars  with  which  to 
pay  for  our  wheat. 

It  seems  to  me  a  very  complicated  question,  but  like  most  complicated 
questions,  if  you  reduce  them  to  their  principles,  you  will  find  it  may  not  be 
quite  so  complicated. 

Hon.  Mr.  Lambert:  Senator  Crerar  used  the  illustration  of  textiles.  Do 
you  think,  in  the  last  five  years,  had  there  been  a  very  low  tariff,  even  on 
textiles  coming  into  this  country  from  Great  Britain,  it  would  have  made 
very  much  difference  in  the  price  at  which  these  textiles  were  being  sold  in 
this  country? 

My  point  is  this:  that  the  spread  between  the  price  and  the  cost  of  the 
textiles,  compared  with  the  ones  the  Canadians  make,  or  any  other  country 
makes  was  so  much  against  the  British  product  in  the  matter  of  price,  that 
people  could  not  afford  to  buy  them?  So  that  really  the  trade  factors,  and 
the  tariff  factors  have  very  little  to  do  with  it. 

I  do  not  want  to  elaborate  too  much  on  this,  but  it  has  been  quite 
noticeable  to  anyone  who  has  had  the  opportunity  of  observing  high-priced 
buying  centres  like,  for  instance,  Atlantic  City,  or  the  West  Indian  Island  of 
Nassau.  There  the  British  goods  have  sold  at  prices  which  were  never 
approached  in  this  country.  We  know  that  the  policy  of  Britain  in  selling 
their  goods  has  been  to  sell  them  to  the  high-priced  centres  in  order  to  earn 
dollars  from  areas  where  people  do  not  care  much  about  what  they  pay,  as 
long  as  they  get  the  kind  of  article  they  want.  I  think  that  factor  has  had 
a  very  great  deal  to  do  with  the  falling  off  of  purchases  of  British  goods  in 
this  country.  In  other  words,  it  is  up  to  the  British  themselves  to  redress  that 
balance  and  have  a  market  here. 

Hon  Mr.  Crerar:  I  do  not  quarrel  with  that  statement  at  all. 

Hon.  Mr.  Lambert:  The  factor  in  this  question  is  the  quality  of  the  dollars 
and  pounds. 

Hon.  Mr.  Crerar:  The  effect  it  has  on  the  value  of  the  dollar — - 

Hon.  Mr.  Lambert:  Which  was  inflated,  yes. 

Hon.  Mr.  Crerar:  Yes.  And  attempted  to  maintain  the  usual  hours  of 
work  and  the  high  standard  of  living,  which  has  kept  the  price  of  goods  so 
high  that  they  could  not  get  into  the  market.  I  do  not  think  we  helped  them 
any  in  that.  They  said  they  would  develop  high  quality  goods  of  a  certain 
character  to  sell  at  high  prices,  and  that  is  what  Senator  Lambert  was  refer¬ 
ring  to. 

Hon.  Mr.  Paterson:  Apropos  of  spending  one  million  dollars  on  Peruvian 
rubber  or  Malayan  rubber;  how  about  the  automobiles  or  the  steel  filing 
cabinets  which  they  ship  over  here?  Would  that  help  the  situation  any? 
That  is  to  increase  trade. 
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Hon.  Mr.  Crerar:  Let  us  assume  that  they  would.  The  competition  with 
English  filing  cabinets,  and,  shall  we  say,  English  electrical  equipment  might 
make  it  difficult  for  similar  Canadian  industries  to  meet  that  competition.  We 
can  take  the  United  States,  as  a  good  illustration.  The  other  day  they  received 
a  tender  for  the  building  of  a  big  Hydro  Electric  power  plant  in  a  western 
state  from  Britain,  which  was  lower  than  the  domestic  tenders,  but,  fearing 
the  effect  it  might  have  on  some  American  industry,  they  turned  down  the 
cheaper  bid  and  accepted  the  higher  one. 

Hon.  Mr.  Campbell:  We  have  a  witness  here  who  has  had  a  good  deal 
of  experience  in  these  matters,  and  has  been  associated  with  the  Chamber  of 
Commerce  for  a  number  of  years,  in  which  these  studies  have  been  made, 
and  I  would  like  to  hear  a  little  more  from  him,  and  ask  him  one  or  two 
questions. 

One  of  the  questions  is  this:  if,  in  the  studies  the  Chamber  has  made,  it 
feels  that  the  convertibility  of  sterling  is  one  of  the-  prerequisites  of  the 
establishment  of  free  trade? 

Mr.  Cruikshank:  The  converting  of  all  monies;  not  especially  sterling? 

Hon.  Mr.  Campbell:  Do  they  grade  it?  Do  they  feel  that  the  first  effort 
should  be  concerned  with  sterling? 

Mr.  Cruikshank:  Not  especially. 

Hon.  Mr.  Campbell:  That  has  never  been  a  topic  for  discussion? 

Mr.  Cruikshank:  No. 

Hon.  Mr.  Campbell:  So  it  would  be  a  complete  trade  without  the  artificial 
barrier  of  controlled  currency? 

Mr.  Cruikshank:  That  is  right. 

Hon.  Mr.  Campbell:  Have  any  of  the  countries  expressed  an  opinion  as 
to  when  they  are  likely  to  be  feasible  propositions? 

The  Chairman:  They  are  very  indefinite. 

Mr.  Nelles:  Mr.  Chairman,  in  so  far  as  the  programme  we  suggest  on 
this  convertibility  is  concerned;  it  is  a  programme  of  action.  Each  country 
can  undertake  to  go  ahead  with  it.  The  Committee  which  drew  this  up  was  a 
Committee  of  business  representatives  from  fifteen  different  countries,  and 
they  were  trying  to  seek  at  least  some  answers  to  the  present  problem,  and 
suggested  a  programme  of  action  which  could  be  laid  down  and  agreed  upon. 

Hon.  Mr.  Turgeon:  Is  Great  Britain  one  of  those  countries? 

Mr.  Nelles:  Yes. 

Hon.  Mr.  Turgeon:  And  the  United  States? 

Mr.  Nelles:  Yes. 

Hon.  Mr.  Campbell:  We  all  agree  that  is  a  desirable  thing  to  achieve, 
but  in  the  discussions  in  this  meeting,  what  were  the  chief  difficulties  in  the 
way  of  accomplishing  the  desired  end? 

Mr.  Nelles:  The  chief  difficulty  is  the  policy  of  national  governments. 
I  might  add  that  the  directors  or  members  of  the  Canadian  Council  have  not 
been  at  every  one  of  these  Committee  meetings,  so  when  you  asked  “Has  this 
been  discussed”  I  do  not  think  we  can  say  “Yes,  in  all  cases”.  I  can  assure 
you  the  factors  concerning  the  problems  have  been  discussed  at  one  time  or 
another.  Some  of  the  meetings  are  held  in  Paris,  and  some  in  New  York, 
and  so  unfortunately  it  has  been  difficult  to  always  ensure  that  the  Canadian 
representatives  would  be  there.  But  whether  we  are  there  or  not,  we  usually 
receive  a  draft  of  the  material  discussed. 

Hon.  Mr.  Crerar:  Mr.  Chairman,  may  I  ask  the  witness  which,  in  his 
opinion,  comes  first;  the  convertibility  of  currency,  or  the  removal  of  restric¬ 
tions  on  trade? 
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Mr.  Cruikshank:  I  would  say  the  removal  of  restrictions  on  trade. 

Hon.  Mr.  Crerar:  I  agree. 

Hon.  Mr.  Campbell:  What  do  you  think  we  could  do  to  remove  the 
restrictions  on  trade? 

Mr.  Cruikshank:  That  matter  has  been  going  through  my  mind.  I  was 
in  New  York  last  week  at  a  meeting,  and  I  was  interested  in  a  discussion  held 
there.  The  National  Association  of  Manufacturers  of  the  United  States  is  all 
for  lower  tariffs;  the  national  section  of  the  International  Chamber  of  Com¬ 
merce  in  the  United  States  has  found  a  great  deal  of  propaganda,  which  is 
going  on  in  Washington,  against  the  maintenance  of  the  high-tariff  structure. 
I  think  they  acknowledged  that  Mr.  Eisenhower  will  go  along  for  another  year 
with  the  old  agreement,  but  it  is  a  question  whether  that  will  go  through. 
We  all  hope  it  will.  I  am  afraid  Canada  is  in  a  bad  position,  if  we  are  still 
going  to  be  hampered  by  high  tariffs  in  the  United  States. 

Hon.  Mr.  Euler:  What  is  your  opinion,  if  President  Eisenhower  is  in 
favour  of  removing  some  of  these  restrictions,  in  your  opinion,  could  he  carry 
the  Congress  with  him? 

Mr.  Cruikshank:  There  is  a  big  job  to  be  done  now.  The  opinion  of 
men  with  whom  I  spoke  when  I  was  in  New  York  last,  was  that  the  President 
is  very  anxious  to  bring  it  along  in  a  friendly  way.  He  does  not  want  to 
start  a  battle.  He  is  trying  by  education  to  get  the  United  States  to  realize 
they  have  not  gone  along  with  GATT  as  they  should  have  done. 

Hon.  Mr.  Euler:  But  they  are  going  farther,  by  placing  obstacles  in  the 
way  of  dairy  production.  I  understand  they  want  to  go  farther  than  .  that. 

Mr.  Cruikshank:  That  is  the  opinion  in  the  United  States. 

Hon.  Mr.  Lambert:  We  will  not  have  it  officially  settled  for  another 
year  yet? 

Mr.  Cruikshank:  That  is  .right. 

Hon.  Mr.  Lambert:  Apart  from  the  political  factor,  what  is  your  view 
from  an  economic  point  of  view,  if  countries  such  as  Canada  and  the  United 
States  were  to  arrange  a  tariff  structure  which  would  attempt  to  reduce  them, 
shall  we  say,  even  to  the  point  of  very  low  degree;  in  other  words,  to  admit 
British  goods  into  this  country:  Would  that,  in  your  opinion,  meet  the 
situation? 

Mr.  Cruikshank:  I  do  not  think  I  have  to  express  an  opinion  as  a  repre¬ 
sentative  of  the  International  Chamber.  My  personal  opinion  might  be  differ¬ 
ent  from  the  Committee’s  opinion,  or  the  Chamber’s  opinion.  I  would  hesitate 
at  a  Committee  meeting  like  this  to  give  a  definite  opinion  myself  on  that 
problem. 

Hon.  Mr.  Lambert:  The  whole  thing  seems  simple  enough.  It  is  the 
process  of  inflation  in  the  United  Kingdom,  and  they  are  complaining  now  we 
are  not  buying  enough  of  their  stuff.  Could  they  sell  them  here  at  a  price 
which  would  be  acceptable  to  our  people,  even  if  the  tariff  were  low  enough 
to  admit  their  goods? 

Mr.  Cruikshank:  The  goods  are  coming  in  now — -lots  of  them — 

Hon.  Mr.  Lambert:  I  do  not  know.  You  see  quite  a  number  of  British 
cars  around. 

Mr.  Cruikshank:  They  are  importing  lots  of  British  cars  into  the  United 
States  today. 

Hon.  Mr.  Lambert:  You  will  see  a  variety  of  them  around,  but  in  my 
humble  opinion  they  are  not  as  good  as  they  were  a  few  years  ago. 

Mr.  Cruikshank:  In  New  York,  the  automobile  show  was  just  filled 
with  British  cars. 


80 


STANDING  COMMITTEE 


Hon.  Mr.  Lambert:  That  does  not  change  the  monetary  system  very  com¬ 
pletely.  In  other  words,  it  is  your  gab  between  the  dollars  and  pounds, 
which  continues  without  much  variation,  despite  the  fact  that  a  great  deal 
is  being  imported  already. 

Hon.  Mr.  Campbell:  Mr.  Cruikshank,  have  you  ever  had  any  illustra¬ 
tion  put  before  your  Committee,  which  would  indicate  that  the  tariff  itself  is 
too  high  against  British  goods  coming  into  Canada  and  the  United  States? 

Mr.  Cruikshank:  I  do  not  think  so.  Not  that  I  know  of. 

Hon.  Mr.  Campbell:  Are  you  free  to  express  an  opinion  as  to  whether 
these  tariffs  are  too  high  or  not? 

Mr.  Cruikshank:  The  Canadian  tariff  against  Great  Britain? 

Hon.  Mr.  Campbell:  Yes. 

Mr.  Cruikshank:  Are  they  too  high? 

Hon.  Mr.  Campbell:  Yes. 

Mr.  Cruikshank:  I  would  think  so. 

Hon.  Mr.  Campbell:  That  is  your  personal  opinion,  of  course. 

Mr.  Cruikshank:  Yes. 

Mr.  Nelles:  One  thing  I  might  add  with  respect  to  the  Chamber’s  policy 
in  regard  to  these  special  restrictions.  It  is  not  only  a  matter  of  tariffs.  One 
of  the  main  things  the  Chamber  has  been  harping  on  for  a  number  of  years 
is  the  method  by  which  goods  are  valued  in  Customs.  In  some  of  the  GATT 
agreements,  tariffs  may  have  been  equalized  in  certain  cases,  but,  when  the 
goods  appear  in  the  Customs  House,  the  Customs  officials  classify  the  goods  in 
such  a  way  as  to  minimize  any  reduction  of  the  tariff. 

Hon.  Mr.  Euler:  They  classify  them  when  the  goods  come  in? 

Mr.  Nelles:  Yes. 

Hon.  Mr.  Euler:  And  two  or  three  months  after  the  goods  have  gone  into 
consumption,  they  demand  a  higher  rate  of  duty? 

Mr.  Nelles:  Yes. 

Hon.  Mr.  Turceon:  Is  that  criticism  confined  to  the  United  States? 

Mr.  Nelles:  Not  by  any  means.  I  think  we  have  all  heard  of  examples 
of  such  situations  here.  Since  the  Tariff  Act  was  laid  down,  the  manufacture 
of  goods  has  changed  so  radically  that  many  goods  which  come  in  can  be 
classified  under  a  dozen  different  headings. 

Mr.  Cruikshank:  The  International  Chamber  of  Commerce  has  been 
studying  that  right  along. 

The  Chairman:  Senator  Pirie,  you  have  been  studying  world  trade.  Have 
you  any  comment  to  make? 

Hon.  Mr.  Pirie:  I  have  had  a  little  experience  with  South  American 
countries,  and  I  find  we  ran  up  against  a  stone  wall  in  getting  prices  which  are 
legitimate  in  Canada,  and  that  the  Foreign  Exchange  people  are  getting  into  the 
same  market.  They  will  take  pounds  and  Sterling.  For  instance,  the  Dutch, 
the  Danes,  and  the  Irish,  the  Scotchman,  and  England.  They  will  all  get 
the  same  commodity  in  which  I  am  interested,  buying  it  with  pounds,  except 
Sterling,  and  one  we  try  to  bring  the  Sterling  back  up,  and  convert  it,  we  are 
up  against  a  stone  wall.  We  just  cannot  do  it. 

The  Chairman:  I  think  that  is  what  every  world  trader  finds  today. 

Hon.  Mr.  Hushion:  When  you  sell  them,  do  you  take  payment  in  Sterling  or 
pounds. 

Hon.  Mr.  Pirie:  No.  We  have  not  done  that. 

Hon.  Mr.  Hushion:  Do  you  sell  them  for  American  dollars? 
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Hon.  Mr.  Pirie:  We  quote  in  American  dollars. 

Hon.  Mr.  Hushion:  But  you  get  paid  in  pounds? 

Hon.  Mr.  Pirie:  No;  that  is  the  way  they  want  to  pay  us.  In  order  for  us 
to  compete  with  a  country  which  will  accept  pounds — well,  we  just  cannot 
do  it.  The  price  is  much  lower.  We  have  such  a  high  standard  of  living  here 
that  we  just  cannot  get  the  business  on  a  competitive  basis,  considering  the 
pound  sterling  question. 

Hon.  Mr.  Hushion:  I  was  thinking  of  Senator  Paterson’s  statement  in 
regard  to  bringing  in  automobiles  and  these  filing  cabinets.  These  are  com¬ 
modities  we  know  very  well.  With  our  high  standard  of  living,  I  do  know 
what  will  happen  here.  I  know  our  shipping  is  very  much  higher  than  the 
Greeks  or  the  Italians.  How  will  you  compete  with  them,  in  regard  to 
Canadian  shipping?  We  have  our  boats  upon  which  our  men  are  paid  three 
or  four  times  what  is  paid  elsewhere.  I  think  it  was  even  higher  than  that  at 
one  time.  If  we  reduce  that,  we  will  have  strikes,  and  every  other  blessed 
thing  to  contend  with.  I  believe  we  are  too  high  in  some  cases,  and  probably 
adjustments  could  be  made,  but  we  just  cannot  say  we  will  take  a  boat  for 
what  the  Greeks  are  paying,  or  what  some  of  the  other  low-paying  countries 
are  spending.  I  do  not  see  how  you  can  do  that. 

Hon.  Mr.  Paterson:  I  think  that  is  the  whole  trouble.  I  was  going  to 
ask  the  Chairman  if  I  might  ask  the  Witness  one  question. 

The  Chairman:  Certainly,  Senator  Paterson. 

Hon.  Mr.  Paterson:  The  Marshall  Plan  was  for  the  purpose  of  raising  the 
standard  of  living;  the  Colombo  Plan  for  the  same  reason;  the  International 
Bank  for  the  same  purpose.  Does  the  International  Chamber  of  Commerce 
feel  these  three  have  accomplished  something?  It  must  have  been  discussed. 

Mr.  Cruikshank:  I  think  so,  yes — most  decidedly  so.  In  our  brief  you 
will  see  that  we  say  co-ordinated  funds  should  be  set  up  for  world  con¬ 
vertibility  control,  and  not  these  individual  controls  which  have  been  established 
by  these  various  bodies. 

Hon.  Mr.  Paterson:  In  regard  to  Senator  Hushion’s  remark;  we  find  that 
conditions  in  regard  to  shipping  in  Canada  are  very  much  worse  that  the  United 
States,  where  costs  are  a  good  deal  higher.  Senator  Hushion  says  it  would 
cost  us  about  $400  to  run  one  of  our  ten  thousand  ton  ships,  whereas  it  cost 
the  Americans  from  ten  thousand  to  fifteen  thousand  dollars. 

The  Chairman:  Are  they  sibsidized? 

Hon.  Mr.  Paterson:  When  they  say  our  shipments  must  go  in  American 
boats,  what  else  can  we  do?  We  have  to  do  that  to  keep  our  boats  afloat. 

The  Chairman:  It  is  elementary  that  nations  must  have  ships. 

Hon.  Mr.  Paterson:  That  is  economics,  Mr.  Chairman;  it  is  not  free  trade. 

The  Chairman:  It  is  bad  to  put  the  ships  of  Canada,  or  any  other  free 
nation,  out  of  business. 

Hon.  Mr.  Paterson:  You  have  a  big  problem  right  there,  one  which  you 
cannot  settle  in  a  day. 

Hon.  Mr.  Lambert:  Mr.  Cruikshank  said  a  moment  ago  that  the  Inter¬ 
national  Chamber  of  Commerce  was  favourable  to  world  control,  and  some 
statement  that  we  had  to  deal  with  the  whole  problem  of  the  free  world. 
How  far  do  you  feel  the  present  International  Bank  and  monetary  fund  is  a 
move  in  the  right  direction?  How  far  do  they  fulfill  your  idea  of  a  central 
control  agency? 

Mr.  Cruikshank:  There  was  a  meeting  held  in  Mexico  recently,  and  our 
representative  came  back,  and  we  had  a  very  interesting  talk  from  him  on 
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that  theory.  He  was  full  of  it,  and  was  very  enthusiastic  about  it.  But  as  far 
as  any  definite  action  is  concerned,  I  do  not  think  any  has  been  taken  as  yet. 
We  are  having  a  world  conference  in  Vienna  next  month,  and  thirty  Canadians 
will  be  going  over  to  that  Conference,  and  that  is  one  of  the  questions  which 
will  come  up. 

Hon.  Mr.  Lambert:  Has  your  Chamber  committed  itself  to  such  world 
control? 

Mr.  Nelles:  The  Chamber  does  definitely  approve  of  such  institutions  as 
the  Monetary  Fund,  the  World  Bank,  and  so  on.  We  do  say,  however,  that 
the  functions  of  some  of  these  institutions  were  not  sufficient  to  cope  with  the 
whole  problem  today;  therefore,  it  is  suggested  that  some  means  of  converting 
funds  be  found  as  a  way  of  getting  quicker  action. 

The  Chamber  in  the  past,  in  our  discussions,  has  found  it  obvious  that 
the  International  Monetary  Fund  has  not  operated  as  it  was  intended  to 
operate.  For  instance,  as  we  have  heard,  it  has  not  used  its  fund  of  three 
billion  dollars.  So  we  definitely  do  advocate  co-ordinated  control  of  all  these 
things.  Some  method  would  have  to  be  established  of  dealing  with  your 
special  problems.  But  all  the  problems  of  convertibility  are  general  now 
and  the  solutions  will  have  to  be  co-ordinated. 

Hon.  Mr.  Lambert:  You  want  to  see  some  kind  of  an  organization  which 
will  certainly  attempt  to  control  this  world  situation? 

Mr.  Nelles:  I  would  like  to  see  the  existing  institutions  do  their  jobs 
better. 

Hon.  Mr.  Lambert:  How  will  you  do  that? 

Mr.  Nelles:  I  think  it  has  come  to  a  point  where  we  should  have  an 
entirely  new  approach  to  the  existing  institutions  to  deal  with  these  things. 
These  convertibility  funds  would  be  still  under  the  control  of  national  govern¬ 
ments,  and  I  think  the  governments  should  consult  amongst  themselves  in 
regard  to  their  use. 

Hon.  Mr.  Lambert:  That  is  where  they  all  start;  The  Monetary  Fund,  and 
the  International  Bank  was  worked  out  at  Breton  Woods  by  representatives 
of  the  national  governments,  and  they  were  set  up  for  the  purpose  of  handling 
this  very  problem,  which  now  most  people  would  say  has  not  been  satis¬ 
factorily  dealt  with. 

Mr.  Nelles:  The  difficulty  in  working  out  a  perfect  economic  world  is 
complicated  by  the  policies  of  governments,  sometimes  by  national  ambitions 
and  the  personal  ambitions  of  dictators. 

Hon.  Mr.  Pirie:  Mr.  Chairman,  I  would  like  to  point  out  an  illustrative 
case.  Last  fall  we  tendered  on  a  one  million  dollar  order  for  Uruguay.  The 
reason  they  asked  this  country  to  tender  was  because  we  have  a  particular 
commodity  they  could  not  buy  in  certain  other  countries,  and  we  might  have 
had  a  little  preference  from  that  standpoint. 

We  received  the  order,  and  we  were  obliged  to  put  up  a  $100,000  deposit 
with  this  Uruguan  government  on  that  perishable  article.  We  had  to  go  into 
the  market  to  get  a  certain  class  of  ship  that  they  required,  what  are  known 
as  “Reefer”  ships  and  they  even  specified  the  particular  line.  Just  imagine 
the  risk  and  the  hazards  involved.  They  gave  you  a  certain  time  limit  to 
deliver  the  goods  C.I.F.,  Uruguay.  I  think  it  is  one  of  the  worst  pieces  of 
business  into  which  a  person  can  possibly  enter.  I  do  not  know  of  any  other 
way,  if  you  want  the  business,  that  you  can  get  around  it.  Uruguay  will  tell 
you  just  exactly  what  you  have  to  do,  and  if  they  accept  your  tender,  then 
you  have  to  go  into  the  market  to  get  the  ships.  The  shipping  companies, 
knowing  that,  have  you  “right  over  the  barrel”. 

Hon.  Mr.  Hushion:  They  would  not  do  that,  surely? 
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Hon.  Mr.  Pirie:  No?  If  any  means  can  be  devised  whereby  we  can  find 
some  relief,  or  some  other  method  of  exporting  these  goods,  it  will  be 
welcomed. 

They  came  back  after  we  completed  this  order,  and  wanted  to  buy  ten 
thousand  tons  more  of  these  perishable  goods,  and  we  tendered  for  it  again 
taking  another  risk,  but  they  finally  came  back  and  said,  “We  are  buying  the 
goods  in  Denmark,  where  they  will  accept  pounds”.  They  said,  “If  you  will 
accept  pounds,  we  will  entertain  the  order”,  but  they  finally  did  buy  the 
goods  from  Denmark. 

Hon.  Mr.  Lambert:  Did  you  lose  the  $100,000? 

Hon.  Mr.  Pirie:  No,  but  it  was  a  terrific  risk.  I  would  not  want  to  have 
it  for  a  steady  diet. 

Mr.  Nelles:  That  is  another  problem  which  the  International  Chamber 
has  been  working  on,  and  we  drew  up  a  report  some  time  ago  urging  the 
governments  not  to  force  their  traders  to  transport  goods  in  ships  of  a  govern¬ 
ment’s  choice.  I  think  there  is  a  copy  of  that  in  the  hands  of  the  Chairman, 
but  if  other  honourable  senators  would  like  to  see  it,  1  would  be  glad  to  send 
copies  down. 

Hon.  Mr.  Pirie:  I  would  be  very  happy  to  have  it. 

Mr.  Nelles:  I  left  some  copies  of  the  reports  we  have  referred  to  with 
the  Chairman.  They  give  information  in  more  detail  than  the  brief  and,  if 
any  further  copies  are  desired,  they  can  be  sent  from  Montreal. 

The  Chairman:  Are  there  any  other  honourable,  senators  who  would  like 
to  ask  any  questions?  These  gentlemen  are  here.  If  not,  I  feel  I  can  speak 
on  behalf  of  the  Committee  in  saying  we  have  enjoyed  having  you  with  us 
very  much.  You  have  given  us  a  great  deal  of  information,  and  we  thank 
you  very  kindly  for  coming  here.  We  appreciate  your  taking  your  time  to 
come  here  and  help  us  on  with  our  work. 

Whereupon  the  Committee  adjourned  until  Thursday,  April  23,  1953,  at 
10.30  o’clock  a.m. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 


L.  C.  MOYER, 
Clerk  of  the  Senate”. 


MINUTES  OF  PROCEEDINGS 


Thursday,  April  23,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators  McLean,  Chairman,  Bishop,  Campbell, 
Crerar,  Daigle,  Davies,  Euler,  Haig,  MacLennan,  McDonald  and  Turgeon. — 11. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 

The  following  representatives  of  the  Fisheries  Council  of  Canada  were 
heard: — 

Mr.  R.  G.  Smith,  Immediate  Past  President,  Halifax,  Nova  Scotia. 

Mr.  P.  L.  Whitman,  Past  Director,  Halifax,  Nova  Scotia. 

Mr.  Gordon  O’Brien,  Manager,  Ottawa,  Ontario. 

Mr.  J.  Norman  Hyland,  Vice-President,  Vancouver,  British  Columbia. 

Mr.  Roger  Hager,  Director,  Vancouver,  British  Columbia. 

Mr.  H.  W.  Welch,  Director,  Fairhaven,  New  Brunswick. 

A  table  showing  the  annual  value  of  exports  of  fisheries  products  from 
Canada  to  NATO  countries  (1931-1939,  1946-1952),  filed  by  Mr.  R.  G.  Smith, 
was  ordered  to  be  printed  as  Appendix  A  to  these  proceedings. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  11.30  a.m.  the  Committee  adjourned  until  Tuesday,  April  28,  1953, 
at  10.30  a.m. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees . 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Thursday,  April  23,  1953. 

The  Standing  Committe  on  Canadian  Trade  Relations  which  was  empowered 
to  inquire  into  and  report  upon  the  development  of  trade  between  countries 
signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of  the  free 
world,  met  this  day  at  10.30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  as  you  know,  this  is  the  fourth 
meeting  of  our  committee  since  reference  was  made  to  us  of  a  resolution 
introduced  in  the  Senate  on  February  12  and,  after  debate,  was  passed,  and 
referred  to  us  on  February  26th. 

This  morning  we  are  highly  honoured  to  have  with  us  representatives 
of  the  Fisheries  Council  of  Canada:  Mr.  P.  L.  Whitman,  Halifax,  Past  Director; 
Mr.  W.  E.  Simpson,  Halifax,  Director;  Mr.  Spencer  Lake,  St.  John’s,  Newfound¬ 
land;  Mr.  J.  Norman  Hyland,  Vancouver,  Vice-President;  Mr.  R.  G.  Smith, 
Vancouver,  Immediate  Past  President;  Mr.  Roger  Hager,  Vancouver,  Director; 
and  Mr.  H.  W.  Welch,  Fairhaven,  New  Brunswick,  Director.  Whoever  the 
spokesman  is  to  present  the  brief,  we  will  be  very  glad  to  have  him  come 
forward,  and  any  others  who  would  like  to  say  anything  can  follow  Mr.  Smith. 

Hon.  Mr.  Haig:  Mr.  Chairman,  before  the  gentleman  starts  to  speak,  I  rise, 
just  for  myself  to  apologize  to  you  and  to  the  others  if  I  leave  at  11  o’clock. 
We  have  another  and  very  important  committee  of  which  I  happen  to  be  a 
member,  and  I  promised  to  be  there.  I  will  stay  here  as  long  as  I  can. 

The  Chairman:  We  understand  that,  Senator  Haig. 

Mr.  P.  L.  Whitman:  Honourable  Senator  McLean,  I  noticed  that  in  your 
list  there  the  name  of  Mr.  Francis  Millard,  the  President  of  the  Council,  was 
apparently  omitted. 

The  Chairman:  Yes.  Mr.  Francis  Millard,  of  Vancouver,  B.C.,  is  with  us 
this  morning  too. 

Mr.  Whitman:  Mr.  Chairman,  honourable  senators: 

Introduction 

The  Fisheries  Council  of  Canada  appreciates  the  opportunity  afforded  it  to 
appear  before  this  committee.  The  matter  which  you  are  investigating,  of 
encouraging  economic  collaboration  between  the  countries  which  are  support¬ 
ing  the  North  Atlantic  Treaty,  is  an  important  one  to  Canada’s  fishing  industry. 

We  do  not  come  before  you  with  specialized  knowledge  of  the  basic  factors 
affecting  this  trade,  i.e.  exchange  and  currency  problems.  We  are,  however, 
in  a  position  to  discuss  with  you  the  marketing  of  our  fishery  products  in 
these  countries,  in  a  practical  way,  and  shall  be  glad  to  try  and  answer  any 
questions  the  members  of  the  committee  may  care  to  ask.  We  trust  that  this 
brief  review  of  the  position  of  this  industry’s  trade  with  these  various  countries 
may  prove  of  assistance  in  your  study  of  this  question. 

On  the  currency  aspects  of  this  trade,  may  we  say,  however,  that  we 
support  the  simple  economic  truth  that  countries  cannot  buy  from  us  unless 
we  buy  from  them. 
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General 

A  discussion  of  our  fishery  exports,  salted,  fresh  and  frozen,  canned  and 
by-products,  could  be  reviewed  in  several  ways — geographical  areas  of  pro¬ 
duction,  by  product,  or  by  taking  in  turn  the  various  export  countries  with 
which  we  are  concerned  today.  We  shall  endeavour  to  present  the  picture 
to  you  as  clearly  as  possible,  without  too  many  statistics,  and  by  using  a 
combination  of  the  methods  just  mentioned. 

The  attached  table  outlines  the  history,  from  1931  to  1952,  of  exports  of 
fishery  products  from  Canada,  inclusive  Newfoundland,  to  these  NATO  coun¬ 
tries.  (See  Appendix  A).  You  will  note,  when  you  come  to  examine  this  table, 
that  it  gives  exports  by  dollar  value.  The  most  striking  fact  shown  by  this 
table,  after  making  due  allowance  for  the  higher  prices  prevailing  in  the 
post-war  period,  is  the  increase  in  exports  to  the  United  States  and  the 
decrease  in  exports  to  the  United  Kingdom. 

British  Columbia 

All  of  the  major  divisions  of  the  British  Columbia  fishing  industry  produce 
commodities  which  are  items  of  trade  with  one  or  more  of  the  NATO  countries. 
Each  group  of  commodities  exhibits  particular  trading  practices  and  problems 
and  these  are  outlined  as  follows. 

Canned  Salmon 

British  Columbia’s  traditional  major  export  market  for  canned  salmon 
is  the  British  Commonwealth  and,  in  this  group,  the  United  Kingdom  was 
the  largest  export  buyer  and  today  is  potentially  the  best  natural  market  for 
British  Columbia’s  export  surplus  of  canned  salmon. 

In  recent  years,  sales  of  canned  salmon  to  the  United  Kingdom  have  been 
effected  only  under  great  difficulty  and,  following  each  bulk  purchase,  there 
has  never  been  any  assurance  that  further  purchases  would  follow  in  a  normal 
pattern.  The  recent  British  decision  to  purchase  $4,250,000.00  worth  of  British 
Columbia  salmon  is  an  illustration  of  this  situation. 

Canned  salmon  enjoys  a  wide  and  enthusiastic  acceptance  by  the  British 
consumer  and  it  is  a  frustrating  experience  for  the  British  Columbia  industry 
to  know  that  there  are  approximately  fifty  million  consumers  in  the  United 
Kingdom  who  because  of  the  dollar  exchange  problem  have  only  limited  and 
uncertain  access  to  this  high  grade  food  product. 

Resumption  of  normal  year  in  and  year  out  trading  of  canned  salmon 
with  the  United  Kingdom  would  be  a  long  step  toward  the  balancing  of  British 
Columbia’s  canned  salmon  economy. 

At  the  present  time,  British  Columbia  is  able  to  market  limited  quantities 
of  canned  salmon  to  Belgium,  Holland,  France  and  Italy.  The  controlling 
factor  in  sales  to  Belgium  is  our  ability  to  offer  at  prices  which  still  reach 
the  maximum  purchasing  power  in  that  country.  Solution  of  this  problem 
rests  with  the  industry  itself.  The  same  situation  prevails  in  France  and 
Italy  in  addition  to  the  remaining  import  limitations  which  are  in  effect  in 
these  latter  two  countries. 

The  United  States  is  not  an  historical  market  for  British  Columbia  canned 
salmon.  For  over  twenty  years  the  United  States  administered  an  ad  valorem 
duty  of  25  per  cent  on  imports  of  canned  salmon.  This  duty  was  reduced  to 
15  per  cent  two  years  ago.  It  is  only  under  circumstances  of  extreme  shortage 
in  the  United  States  market  that  Canadian  canned  salmon  producers  can 
export  to  the  United  States.  Such  a  situation  has  occurred  within  the  last  six 
months  when  an  acute  shortage  of  pink  salmon  in  the  United  States  was 
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partially  filled  by  exports  from  the  Canadian  surplus.  Under  present  tariffs, 
the  United  States  market  does  not  present  a  market  which  can  be  relied  upon 
to  dbsorb  any  appreciable  part  of  our  annual  production  of  canned  salmon. 

Fresh  and  Frozen  Fish 

British  Columbia’s  principal  exports  of  fresh  and  frozen  fish  are  mainly 
salmon  and  halibut  and  the  United  States  is  the  principal  export  buyer.  This 
trade  with  the  United  States  is  of  long  standing,  and  apart  from  market  fluctua¬ 
tions  from  time  to  time,  exhibits  a  dependable  pattern. 

In  pre-war  years,  the  United  Kingdom  was  an  important  buyer  of  frozen 
salmon  and  halibut  but  the  continuing  dollar  problem  has  erased  this  outlet 
completely. 

British  Columbia’s  frozen  salmon  producers  have  been  encouraged  by 
the  resumption  of  purchases  by  Belgium  in  recent  years  and  even  more 
recently  by  token  purchases  of  this  commodity  by  France. 

Fish  Oil  and  Fish  Meal 

Fish  oil  and  fish  meal  contribute  importantly  to  British  Columbia’s 
export  trade  in  fishery  products.  The  flow  of  trade  in  fish  oil  is  influenced 
directly  by  the  world  market  for  fats  and  oils.  Such  Northern  European 
countries  as  Western  Germany  and  Belgium  and  Holland  are  traditional  buyers 
of  British  Columbia  herring  oil  and  whale  oil. 

The  United  States  had  also  bought  substantial  quantities  of  herring  oil 
from  British  Columbia.  Fish  oil  is  freely  exportable  to  the  United  States  on 
payment  of  the  prevailing  import  duties. 

The  United  States  is  a  large  importer  of  fish  meal  which  is  used  as  an 
important  ingredient  of  livestock  and  poultry  feed  stuffs.  There  is  a  firmly 
established  pattern  of  trade  with  the  United  States  on  this  commodity  which 
enters  the  United  States  on  a  duty  free  basis. 

Normal  United  States  demand  invariably  disposes  of  British  Columbia’s 
surplus  of  this  product  and  overseas  sales  of  fish  meal  are  rare  and  are  for 
small  quantities  only. 

In  The  Atlantic  Area 

Salt  Codfish 

The  NATO  countries  which  are,  or  at  least  were,  large  buyers  of  salt 
codfish  from  Canada  are  the  United  States,  Greece,  Italy  and  Portugal.  The 
United  States  is  an  important  buyer  of  salt  codfish,  although  the  volume  has 
decreased  somewhat  in  recent  years. 

This  situation  seems  to  follow  a  general  pattern  during  prosperous  cycles 
in  countries  with  a  high  standard  of  living.  People  of  European  birth  who 
have  emigrated  to  the  United  States  have  long  been  heavy  consumers  of  dried 
salt  codfish.  Second  and  third  generations  of  Europeans,  as  their  standards 
of  living  increase,  are  less  inclined  to  continue  using  salt  fish  as  a  source  of 
protein  food,  largely  because  of  the  extra  work  involved  in  preparation  as 
compared  to  meats  and  fish  in  other  forms.  Salt  codfish  is  not  competing 
with  production  in  the  United  States.  United  States  import  tariffs  on  this 
item  are  not  high  enough  to  materially  retard  sales. 

Greece  still  remains  a  large  importer  and  consumer  of  fish,  but  because 
of  trading  arrangements  with  European  countries,  some  of  which  involve  a 
barter  basis  as  well  as  exchange  restrictions,  it  has  been  impossible  to  effect 
any  sales  of  Canadian  fish.  Italy  remains  the  largest  customer  in  the  Mediter¬ 
ranean  area  for  Canadian  salt  cod  fish  and  every  possible  step  should  be  taken 
to  ensure  the  continuity  of  that  trade  and  its  possible  enlargement. 
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Portugal  up  to  20  to  25  years  ago  was  one  of  the  world’s  largest  importers 
of  salt  cod,  ranking  second  only  to  Spain  as  a  world  importer.  During  this 
period  Newfoundland  shipped  400,000  cwts,  about  half  of  Portugal’s  require¬ 
ments,  compared  with  a  mere  30,000  cwts.  of  1952  production  sold  to  this 
country.  However,  it  is  believed  that  Portugal’s  consumption  of  fish  is  as 
much  or  greater  now  than  it  was  two  decades  ago.  Portugal  has  substantially 
increased  her  own  fishing  fleet  operating  in  the  North  Atlantic,  thereby  increas¬ 
ing  her  national  production.  Despite  this  increased  national  production,  sub¬ 
stantial  quantities  of  salt  cod  fish  are  imported  into  Portugal  from  Iceland, 
Norway  and  France.  The  above  data  clearly  indicates  that  Canadian  fish  has 
been  practically  excluded. 

Fresh  and  frozen  fish  anci  shellfish  from  the  Atlantic  area  of  Canada 
enjoy  an  expanding  market  in  the  United  States.  This  market,  serving  a 
population  of  over  150  million  people,  which  number  is  increasing  at  some 
2  millions  annually,  offers  to  us  a  greater  opportunity  than  any  other  market 
for  expanding  our  sales,  especially  in  view  of  the  low  per  capita  consumption 
of  fish  and  fishery  products  in  this  continent. 

The  principal  species  of  Atlantic  coast  fish  that  we  export  to  this  large 
and  important  American  market  are:  Fillets,  lobsters,  swordfish,  smelts  and 
halibut. 

Groundfish  Fillets 

It  is  vital  to  these  branches  of  the  Canadian  industry  that  the  U.S.A. 
market  be  retained  and  cultivated.  Consequently,  our  industry  views  with 
much  concern  representations  now  being  made  by  New  England  States’ 
interests  to  their  government  at  Washington  with  a  view  to  curtailing  imports 
of  groundfish  fillets  from  Canada  and  other  countries. 

We  suggest  that  our  government  should  watch  this  situation  very  closely 
and  if  any  attempt  is  made  by  the  United  States  to  impose  additional  trade 
restrictions  in  the  form  of  quotas  or  higher  tariffs  upon  the  import  of 
Canadian  groundfish  fillets,  our  government  should  make  a  vigorous  protest 
and  take  all  steps  within  their  power  to  protect  our  industry. 

Hon.  Mr.  Euler:  Mr.  Chairman,  may  I  interrupt  to  ask  a  question?  What 
are  groundfish? 

Mr.  Smith:  Groundfish  are  fillets  of  cod,  haddock,  rosefish,  and  so  on. 
The  definition  is  one  used  by  the  United  States  tariff.  Those  are  the  fillets 
that  are  referred  to. 

Hon.  Mr.  Euler:  I  am  wondering  why  they  are  called  groundfish? 

Mr.  Smith:  I  suppose  it  is  because  they  are  caught  on  the  banks.  I  really 
cannot  say  why  they  are  called  groundfish.  It  is  just  a  description  which  has 
grown  up  without  very  much  reason  for  it. 

Hon.  Mr.  McDonald:  The  distance  they  are  caught  from  shore  does  not 
have  very  much  to  do  with  it. 

Mr.  Smith:  No. 

France  offers  a  very  large  potential  market  for  frozen  groundfish  fillets, 
particularly  cod,  if  and  when  import  and  currency  restrictions  are  removed 
or  modified.  Very  substantial  quantities  of  frozen  groundfish  fillets  are  now 
being  imported  into  France  from  producing  countries  other  than  Canada, 
principally  Iceland  and  Norway. 

Lobsters 

Live  lobsters  and  lobster  meat  find  a  ready  market  in  the  United  States. 
While  threats  are  made  from  time  to  time  by  proposed  legislation  in  the 
United  States  which  might  affect  the  export  of  these  items,  it  is  most 
important  that  this  market  be  retained. 
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Until  the  beginning  of  World  War  II  Great  Britain  and  continental  Europe 
imported  the  major  portion  of  the  Canadian  canned  lobster  pack.  During  the 
period  of  wartime  restrictions  exports  were  diverted  to  the  United  States 
and  domestic  markets,  both  of  which  have  greatly  increased  their  consumption. 
In  the  post  war  period  the  United  Kingdom  resumed  imports  under  a  very 
restricted  quota  arrangement,  and  has  readily  absorbed  their  small  allocation. 
The  European  continent  has  renewed  imports  of  Canadian  canned  lobster,  but, 
due  to  currency  limitations,  the  quantities  involved  are  very  limited.  The 
opportunity  for  both  the  United  Kingdom  and  the  continent  of  Europe  to 
purchase  freely  canned  lobsters  and  lobster  paste  would  have  a  stimulating 
effect  on  the  entire  industry  in  Canada. 

In  the  light  of  this  situation  the  United  States  market  for  canned  lobster 
and  lobster  paste  has  become  an  important  outlet  for  our  industry. 

Clams ,  etc. 

Canadian  Atlantic  coast  canned  fish  and  shellfish  that  are  sold  in  the 
United  States  market  in  limited  quantities  include  canned  clams,  canned 
chicken  haddie  and  canned  kippered  snacks.  In  the  case  of  chicken  haddie 
and  kippered  snacks,  sales  could  be  increased  by  a  lowering  of  the  American 
import  duty.  Canned  clams,  too,  are  subject  to  duty  when  imported  into  the 
United  States  although  clams  in  the  shell  and  clam  meat  are  free  of  duty. 

By-Products 

While  the  United  States  is  the  principal  export  market  for  Eastern 
Canada’s  fish  meal  production,  sales  could  be  made  to  some  NATO  countries 
in  Europe  were  it  not  for  currency  restrictions. 

Inland  Fisheries 

The  inland  freshwater  fisheries  of  Canada  account  for  about  one-tenth 
of  the  marketed  value  of  our  fishery  products  and  the  United  States  is  the 
export  market.  The  value  of  these  exports  is  substantial,  running  at  about 
$18  million  annually  in  late  years.  With  these  products,  where  costs  of 
placing  the  fish  on  the  market  are  higher  than  in  the  case  of  the  deep-sea 
fishery,  market  price  is  a  vital  factor  and,  when  foods  generally  decline  in 
value,  this  fishery  is  one  of  the  first  sections  of  our  industry  to  feel  the  effects. 

Mr.  Chairman,  that  is  a  brief  review.  We  are  at  your  pleasure  if  there  is 
further  information  desired. 

We  have  a  chart  which  might  prove  beneficial  to  honourable  senators. 

The  Chairman:  It  will  be  included  in  the  proceedings  as  an  appendix 
(See  appendix  at  the  end  of  today’s  proceedings). 

The  Chairman:  Are  there  any  questions  honourable  senators  would  like 
to  ask? 

Hon.  Mr.  MacLennan:  You  refer  several  times  in  your  brief  to  the  de¬ 
sirability  of  retaining  the  United  States  fish  market.  What  would  you  suggest 
should  be  done  to  retain  this  market?  What  means  would  you  take  to  retain 
the  United  States  market  if  the  United  States  government  sees  fit  to  impose 
restrictions  or  quotas  or  increases  in  duties? 

Hon.  Mr.  Horner:  Or  apply  total  prohibition  as  they  did  in  the  case  of 
many  dairy  products. 

Hon.  Mr.  MacLennan:  Exactly.  It  seems  to  me  there  is  nothing  you  can 
do  unless  you  take  some  retaliatory  steps. 

Mr.  Smith:  Mr.  Chairman  and  honourable  senators,  if  such  a  thing  hap¬ 
pened  it  would  be  a  disastrous  blow  to  the  Canadian  fishing  industry. 

Hon.  Mr.  MacLennan:  I  know. 
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Mr.  Smith:  We  would  find  ourselves  without  a  market  for  50  to  55 
per  cent  of  our  fish  production,  and  we  would  really  be  in  very  serious 
trouble.  What  steps  could  be  taken  by  the  Government  of  Canada  I  do  not 
know.  It  is  a  subject,  I  may  say,  which  has  us  all  very  much  worried  at  the 
present  time.  Recent  moves  have  struck  great  fear  in  our  hearts  as  to  what 
may  happen  to  our  United  States  market. 

Hon.  Mr.  Campbell:  Is  their  own  production  sufficient  to  meet  their 
needs? 

Mr.  Smith:  No,  it  is  not. 

Hon.  Mr.  Campbell:  Perhaps  that  would  be  a  reason  why  they  would 
not  impose  too  heavy  a  restriction  on  your  products. 

Mr.  Smith:  The  consumption  of  fillets  in  the  United  States  last  year  was 
something  like  230  million  pounds.  The  imports  of  fillets  from  all  countries 
to  the  United  States  was  in  the  vicinity  of  107  million  pounds,  of  which 
Canada’s  share  was  about  48  million,  not  quite  half.  What  has  caused  this 
situation  to  arise  in  the  United  States  is  a  glutting  of  the  market.  There  are 
more  fillets  in  there  than  the  market  can  absorb,  and  consequently  things  are 
not  in  a  good  state.  That  has  brought  about  the  agitation  for  quotas  or  re¬ 
strictions  of  some  sort  on  the  import  of  fillets  into  the  United  States. 

Hon.  Mr.  Horner:  An  important  factor  as  far  as  the  United  States  is 
concerned  is  the  present  plentiful  supply  of  beef.  When  the  price  of  beef 
was  high  you  had  an  advantage  in  the  fishing  industry,  but  now  they  have 
plenty  of  beef,  pork  and  chicken.  Incidentally,  what  hope  is  there  with 
respect  to  the  South  American  countries? 

Mr.  Smith:  Well,  the  trouble  there  is  you  run  into  currency  restrictions 
and  the  distributing  set-up  in  those  countries  is  not  capable  of  handling  fish 
products.  They  do  not  have  the  proper  refrigeration  facilities,  and  besides 
that  the  fish  produced  in  this  country  come  from  a  high- cost  area  and  I  guess 
they  just  cannot  afford  to  buy  it. 

Hon.  Mr.  Crerar:  I  would  like  to  ask  Mr.  Smith  a  question  arising,  I 
may  say,  out  of  my  profound  ignorance  of  the  whole  problem.  You  spoke 
of  frozen  fish.  Can  the  quality  of  fish  that  is  taken  from  the  water  be  main¬ 
tained  by  quick  freezing  and  keeping  it  frozen  until  it  reaches  the  consumer? 
I  know  that  we  are  able  to  buy  fish  in  Winnipeg  in  nice  cellophane  covered 
packages.  Can  the  quality  of  the  fish  be  maintaned  for  any  length  of  time 
or  does  it  deteriorate? 

Mr.  Smith:  Senator  Crerar,  it  does  deteriorate  with  time.  It  can  be  main¬ 
tained  up  to  a  certain  period.  There  is  a  great  argument  as  to  what  that 
period  might  be:  somewhere  in  the  vicinity  of  six  to  eight  months  after  it 
has  been  caught,  provided  it  is  strictly  fresh  on  being  originally  frozen,  and 
kept  under  proper  temperatures  all  that  time. 

Hon.  Mr.  Crerar:  If  that  is  done  at  the  time  the  fish  is  taken  out  of  the 
water,  say  on  the  Atlantic  Coast,  and  shipped  to  Winnipeg  and  consumed 
there  within  two  weeks,  will  the  quality  be  maintained? 

Mr.  Smith:  Oh  yes,  I  think  so. 

Hon.  Mr.  Horner:  I  think  Senator  Crerar  has  eaten  fresh  white  fish  and 
frozen  white  fish,  and  can  make  a  comparison  himself.  I  have  eaten  fish  taken 
out  of  a  lake  in  forty  below  zero  weather.  This  fish  was  frozen  right  away 
and  was  kept  in  that  state  until  it  reached  our  camp  where  it  was  eaten.  I 
recall  at  the  same  time  catching  another  fresh  whitefish  which  I  took  great 
pains  to  protect  from  freezing?  The  frozen  fish  and  the  unfrozen  fish  were 
eaten  at  the  camp,  and  there  is  no  doubt  that  the  fresh  unfrozen  fish  tasted 
better.  It  is  much  superior. 
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Mr.  Smith:  In  my  opinion  there  is  no  substitute  for  a  real  fresh  fish  just 
taken  from  the  water. 

Hon.  Mr.  Horner:  I  agree. 

Hon.  Mr.  Davies:  In  regard  to  the  shipments  of  fish  products  to  the  United 
Kingdom,  I  notice  there  is  a  great  variation  here.  Surely  it  cannot  all  be  due 
to  the  dollar  situation.  I  notice,  for  instance,  in  your  list  of  the  annual  value 
of  exports  of  fisheries  from  Canada  to  the  NATO  countries,  8*80  millions  of 
dollars  worth  were  shipped  to  the  United  Kingdom  in  1951,  1*31  in  1952  and 
1*78  in  1948.  There  is  a  great  variation  there  and  the  dollar  situation  has 
not  improved  very  much.  What  is  the  reason  for  that  variation? 

Mr.  Smith:  Well,  senator,  there  is  almost  a  complete  prohibition  on  some 
exports  to  the  United  Kingdom.  It  must  be  done  on  import  licence,  and  I  think 
in  the  places  where  you  notice  an  increase  there  is  a  special  consideration  given 
in  those  years  to  certain  items  that  are  imported  in  those  years. 

Hon.  Mr.  Davies:  They  gave  you  special  treatment  in  the  years  that  the 
larger  shipments  took  place  such  as  1951,  1950,  and  1949. 

Mr.  Smith:  I  would  assume  so,  senator.  This  year,  as  you  will  remember, 
the  United  Kingdom  has  taken  from  British  Columbia  some  4,250,000  pounds 
of  canned  salmon.  This  will  show  for  1953  and  will  be  quite  an  increase  over 
1952. 

Hon.  Mr.  Campbell:  I  should  like  to  ask  a  question  about  Portugal.  Is  it 
the  high  cost  of  production  that  keeps  you  out  of  the  Portugal  market  now? 

Mr.  Smith:  With  your  permission  I  shall  ask  Mr.  Whitman  to  answer  that 
question.  He  is  in  the  salt  fish  business. 

The  Chairman:  Mr.  Whitman,  would  you  come  forward,  please? 

Mr.  Whitman:  It  is  not  a  question  of  the  high  cost  of  production.  I  would 
say  about  twenty  years  ago  the  government  of  Portugal  decided  they  were 
going  into  the  fish  business  on  their  own,  and  their  aim  was  to  be  self- 
supporting.  That  is  what  they  are  trying  to  do,  but  as  stated  in  the  brief  they 
are  still  buying  large  quantities  of  fish  from  other  countries  rather  than  Canada. 
It  is  purely  a  question  with  respect  to  the  exchange  situation. 

The  Chairman:  They  buy  in  the  sterling  area,  I  presume? 

Mr.  Whitman:  Yes,  from  Iceland  and  Norway. 

The  Chairman:  And  do  they  come  to  the  Grand  Banks? 

Mr.  Whitman:  Yes,  and  that  fleet  has  been  increasing  considerably 
particularly  since  the  war,  sir. 

Hon.  Mr.  Campbell:  What  about  the  West  Indies  market  like  Haiti.  Have 
we  lost  the  business  there? 

Mr.  Whitman:  Not  entirely,  sir. 

Hon.  Mr.  Campbell:  Is  there  still  a  big  shipment  of  salt  fish  from  New¬ 
foundland? 

Mr.  Whitman:  Yes. 

Hon.  Mr.  Campbell:  It  is  not  mentioned  in  the  report.  Is  it  a  substantial 
quantity? 

Mr.  Whitman:  No. 

Hon.  Mr.  Campbell:  It  is  a  small  market? 

Mr.  Whitman:  Yes. 

Hon.  Mr.  Davies:  Is  the  home  market  increasing?  I  suppose  it  increases 
every  year? 

Mr.  Smith:  It  is  increasing  but  very  gradually.  The  per  capita  consump¬ 
tion  has  increased  about  two  pounds  in  the  last  five  years. 
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Hon.  Mr.  Euler:  Are  you  doing  anything  such  as  advertising  to  promote 
it? 

Mr.  Smith:  Well,  I  do  not  think  we  are  doing  enough.  However,  arising 
out  of  our  meeting  just  concluded  in  Ottawa  yesterday  we  will  be  doing  a  great 
deal  more  from  now  on. 

Hon.  Mr.  Horner:  I  think  you  are  doing  very  well.  Your  efforts  pretty 
well  account  for  the  increased  consumption  of  fish  in  recent  years. 

Mr.  Smith:  Thank  you,  sir. 

Hon.  Mr.  Davies:  Is  your  fish  handled  by  the  large  chain  stores  throughout 
Ontario?  I  shall  tell  you  why  I  ask  that  question.  I  noticed  about  a  couple  of 
years  ago  a  big  fish  store  in  Kingston  closed  up,  and  I  wondered  whether  this 
was  because  of  competition  from  the  big  chain  stores  in  that  city? 

Mr.  Smith:  I  think  the  answer  to  that  question  is  that  the  large  chain 
stores  distributors  have  taken  the  place  of  fish  stores  as  such,  and  many  of  the 
small  grocery  stores  which  previously  sold  fish.  The  large  chain  stores  are 
handling  an  increasing  quantity  of  fish. 

Hon.  Mr.  Davies:  That  is  the  answer. 

Hon.  Mr.  McDonald:  What,  if  anything,  has  been  attempted  by  the  Fish¬ 
eries  Council  of  Canada  in  trying  to  establish  good  relations  with  the  similar, 
comparable  organization  in  the  United  States,  in  the  hope  that  something 
could  be  done  by  yourselves  in  maintaining  the  status  quo  as  far  as  the 
marketing  of  fish  in  the  United  States  is  concerned? 

Mr.  Whitman:  Honourable  Senator  McDonald,  we  have  very  cordial  rela¬ 
tions  with  the  National  Fisheries  Institute  of  the  United  States,  which  is  our 
counterpart  in  that  country.  Some  of  us,  just  previous  to  the  meeting  of  the 
Fisheries  Council,  attended  their  meeting  in  Washington,  and  at  our  meeting 
in  Ottawa  the  Immediate  Past  President  and  manager  of  their  organization 
was  here.  We  have  been  working  in  very  close  collaboration.  Of  course, 
there  are  things  on  which  we  do  not  have  complete  agreement.  One  of  the 
things  is  on  the  question  of  imports.  They  think  that  too  many  foreign  fish 
are  coming  in;  and  so  far  we  have  managed,  or  perhaps  I  should  say,  have 
helped  to  try  to  disperse  that  feeling;  but  it  is  getting  more  difficult  all  the 
time.  You  probably  saw  that  recently  there  was  an  application  to  the  United 
States  Tariff  Commission  for  an  increase  of  duty  on  groundfish  fillets,  which 
we  did  our  best  to  stop,  and  got  a  very  favourable  decision.  There  is  a 
rumour  now  that  a  new  application  on  this  question  is  to  go  before  the 
Tariff  Commission.  Perhaps  it  is  something  which  I  should  not  mention  here, 
because  it  is  more  or  less  a  rumour,  but  very  strenuous  efforts  are  being  made 
now  to  bring  tariff  action  against  Canadian  fish.  We  are  at  this  moment 
putting  in  a  plan  for  sales  promotion  and  advertising  of  filleted  fish  in  the 
United  States  along  with  their  own  industry,  which  we  hope  will  have  the 
effect  of  increasing  sales  and  business  to  a  point  where  tariff  action  will  not 
be  necessary. 

Hon.  Mr.  Davies:  Do  we  import  a  lot  of  fresh  fish  from  the  United 
States  into  Canada?  Is  it  not  a  fact  that  there  are  a  lot  of  fisheries 
along  the  United  States  coast  of  Lake  Ontario  shipping  fish  across  the  lake 
in  considerable  quantities  practically  every  day  of  the  fishing  season? 

Mr.  Whitman:  I  would  think  there  is  something  to  that,  sir,  but  the 
items  that  do  come  in  in  fairly  large  quantity  are  items  which  we  do  not 
produce  in  this  country,  such  as  bulk  oysters.  We  do  produce  very  good 
shell  oysters  in  Canada — there  are  none  better — but  we  do  import  large 
quantities  of  bulk  oysters  from  the  United  States. 

Hon.  Mr.  Davies:  There  are  no  oysters  crossing  Lake  Ontario,  surely? 
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Mr.  Whitman:  I  cannot  answer  that.  Perhaps  there  is  someone  in  the 
group  who  can  answer  it. 

Mr.  G.  O’Brien  (Ottawa):  I  think  that  would  be  a  very  minor  move¬ 
ment.  We  are  ourselves  very  large  shippers  of  lake  fish;  our  exports  to  the 
United  States  run  around  eighteen  or  nineteen  million  dollars. 

Hon.  Mr.  Davies:  But  we  do  import? 

Mr.  O’Brien:  Yes,  oysters  and  other  varieties  we  do  not  produce  in 
Canada. 

Hon.  Mr.  Turgeon:  Have  you  any  hope  more  than  you  express  here  for 
increased  trade  with  the  United  States  in  British  Columbia  canned  salmon? 
Is  there  any  chance  of  accomplishing  anything  there? 

I  shall  have  to  ask  one  of  my  British  Columbia  friends  to  answer  that. 
Mr.  Hyland? 

Mr.  J.  Norman  Hyland:  Mr.  Chairman,  as  outlined  in  the  brief,  we  in 
British  Columbia  do  not  regard  the  United  States  as  a  hopeful  or  prospective 
market  for  our  canned  salmon.  The  ad  valorem  duty  under  normal  trading 
conditions  constitutes  a  very  formidable  obstacle  to  trade  with  that  country. 
It  is  only  under  circumstances  where  there  is  a  very  distinct  shortage  of  salmon 
in  the  United  States  and  where  there  is  a  proper  spread  between  our  two 
price  levels  that  we  can  achieve  access  to  that  market  for  canned  salmon. 

Hon.  Mr.  Gershaw:  I  notice  you  say  that  British  Columbia’s  principal 
exports  of  fresh  and  frozen  fish  are  mainly  salmon  and  halibut  and  the  United 
State  is  the  principal  export  buyer.  And  you  called  that  “a  dependable 
pattern”.  Are  there  any  steps  that  could  be  taken  to  bring  about  the  same 
relations  with  British  Columbia  canned  salmon  as  with  the  other  fish 
products  in  the  province,  or  do  you  think  it  is  hopeless? 

Mr.  Hyland:  Well,  I  would  not  term  it  hopeless,  but  the  United  States 
with  its  industry  in  Washington  and  Oregon,  and  its  very  substantial  industry 
in  Alaska,  over  a  long  period  of  years  has  maintained  a  very  high  protectionist 
attitude  toward  canned  salmon,  and  for  many  years  a  25  per  cent  ad  valorem 
duty  constituted  almost  a  complete  barrier,  and  when  you  consider  that  these 
ad  valorem  duties  are  being  put  on  a  product  with  a  value  today  ranging 
from  $15  a  case  to  $35  or  $40  a  case,  applied  on  a  per  case  basis,  the  duty 
is  very  high,  and  there  is  not  sufficient  difference  in  the  cost  of  production  in 
British  Columbia  and  the  United  States  producing  centres  that  we  can  hurdle 
that  part  of  the  barrier. 

Hon.  Mr.  Gershaw:  Is  your  tariff  much  higher  than  the  Canadian  tariff 
on  the  same  products  of  canned  salmon? 

Mr.  Hyland:  No,  I  believe  they  are  equal. 

Hon.  Mr.  Gershaw:  So  our  tariff  is  not  any  lower? 

Mr.  Hyland:  No. 

Hon.  Mr.  Euler:  Was  there  anything  done  at  the  meetings  of  GATT  to 
do  with  that  question? 

Mr.  Hyland:  Yes,  when  the  reduction  from  25  per  cent  to  15  per  cent 
was  achieved. 

Hon.  Mr.  Euler:  Did  it  help,  though? 

Mr.  Hyland:  Yes,  certainly  it  helped.  For  instance,  in  the  trading  which 
is  referred  to  on  pink  salmon,  in  the  past  six  months  a  range  of  prices  in 
Canada  for  a  case  of  pink  salmon,  our  present  domestic  price  to  the  trade  is 
$15.  The  range  of  price  in  the  United  States  has  been  from  $18  to  $20.  So 
the  Canadian  producers  could  under  that  range  of  prices  sell  in  the  United 
States,  pay  the  duty  and  still  be  netting  not  lower  than  their  Canadian  sales 
price.  That,  of  course,  absolves  them  from  the  risk  of  dumping  action. 
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Hon.  Mr.  Euler:  They  did  get  some  benefit  then? 

Mr.  Hyland:  Yes,  although  the  duty  was  10  per  cent  less  than  it  should 
have  been.  . 

Hon.  Mr.  Crerar:  At  the  present  rate  of  increase  in  the  population  of  the 
United  States,  as  that  population  expands  and  shows  every  evidence  of 
expanding  steadily,  what  effect  is  it  going  to  have  on  the  demand  in  the 
United  States  for  fisheries  products  and  other  products  that  they  will  be  short 
of  themselves? 

Mr.  Hyland:  I  believe  that  unquestionably  that  is  going  to  be  the  case, 
and  responsible  thinking  in  government  circles  in  the  United  States  concerned 
with  fishery  matters,  and  the  trade  itself,  takes  a  long  term  outlook,  that  they 
will  be  depending  on  imports  for  a  greater  percentage  of  their  fish  needs. 

Hon.  Mr.  Crerar:  In  other  words,  the  consumer  in  the  United  States  will 
increase  his  influence  in  these  matters  and  get  as  cheap  food  as  possible. 

Mr.  Hyland:  Yes.  It  is  our  opinion,  too,  as  an  industry,  that  our  industry 
is  at  the  cross-roads  of  marketing  practice.  We,  admittedly,  over  the  past 
ten  to  twelve  years  have  enjoyed  relatively  simple  marketing.  There  was 
a  ready  demand  for  our  product  in  this  country  and  in  the  export  countries 
which  were  available  to  us.  Meat  prices,  the  prices  of  competitive  products — 
protein  foods,  were  larger,  and  in  many  cases  these  products  were  very  short.. 
In  the  circumstances,  fish  commended  a  ready  sale.  That  is  not  the  case,  in 
general  now.  This  has  been  the  subject  of  discussion  in  our  meeting  at 
Washington,  and  here  in  Ottawa,  in  the  past  few  days,  that  we  would  have 
to  bring  an  entirely  new  type  of  thinking  to  our  product.  We  must  merchandise 
it  more,  and  we  are  convinced  that  with  sales  promotion  and  advertising  we 
can  increase  the  per  capita  consumption  of  fish  as  a  food;  and  that  is  the 
soundest  and  best  long  term  approach  to  our  marketing  problem. 

Hon.  Mr.  McDonald:  I  think,  Mr.  President,  that  is  very  important.  I 
do  not  wish  to  be  critical,  but  I  want  to  pass  on  what  I  hear  from  our  consumers 
a  great  deal,  and  that  is  that  there  seems  to  be  too  great  a  spread  between 
what  the  fisheries  receive  and  what  the  consumer  has  to  pay  for  his  product. 

Mr.  Hyland:  That  is  a  common  criticism,  and  we  have  been  subjected  to  it 
from  various  sources.  It  is  difficult,  and  in  fact  I  think  it  is  very  dangerous 
to  generalize  on  it,  because  as  you  will  all  appreciate  there  are  many  costs  to 
be  covered  from  the  time  the  fisherman  takes  the  fish  from  his  line  or  net. 

Now,  the  record  of  fish  production  and  distributing  in  this  country,  and, 
I  think  in  any  country,  shows  that  it  is  not  a  large  margin  industry  by  any 
means.  Anyone  touching  fish  at  any  level  does  not  make  a  large  margin  of 
earning  or  profit  on  it;  and  it  is  true  that  some  of  our  cheaper  species  of  fish 
expressed  in  cents  per  pound  do  appear  unusually  low. 

Another  factor  which  I  believe  contributes  to  this  point  which  you  men¬ 
tioned,  is  the  fact  that  changes  in  the  basic  cost  of  fish  are  not  quickly  or 
immediately  reflected  in  retail  prices.  I  think  the  reason  for  that  is  that  fish 
is  not  in  active  enough  demand.  Retailers  do  not  look  upon  it  as  something 
they  always  have  to  be  competitive  in  in  order  to  obtain  their  share  of  the 
fish  business.  We  know  that  as  soon  as  beef  goes  down,  retailers  announce 
low  prices  of  beef  and  pork.  There  are  seasonal  fluctations  in  the  prices  of 
fish.  We  know  that  as  producers  and  distributors.  But  very  often  a  retailer 
handling  fish,  cod  fillets  or  haddock  fillets  won’t  change  his  price  on  haddock 
fillets  all  the  year  around,  no  matter  what  happens  to  his  costs.  That  is  not  so 
true  on  canned  salmon  particularly.  It  is  an  active  item  in  the  grocery  trade, 
and  it  is  greatly  advertised,  and  the  chain  stores  merchandise  it  actively.  It 
is  very  competitive  at  the  retail  level.  There  were  very  substantial  reductions 
in  canned  salmon  prices  last  year,  and  within  a  day  or  two  of  a  new  price 
schedule  being  announced  the  retail  prices  were  dropped. 
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Hon.  Mr.  McDonald:  I  would  think  that  good  work  could  be  done  in 
establishing  better  relations  if  you  could  solve  just  what  accounts  for  the  large 
spread  between  what  the  fisherman  receives  and  what  the  consumer  has  to  pay 
for  the  fish. 

Mr.  Hyland:  Yes,  I  think  that  is  a  good  suggestion,  and  it  lies  in  our 
responsibility  as  processors. 

Hon.  Mr.  Gershaw:  Is  there  much  difference  in  the  cost  of  preparation 
for  sale  of  canned  salmon  between  British  Columbia  and  North  Western  States? 

Mr.  Hyland:  I  do  not  think  the  actual  differences  of  processing  are  too 
great;  but  in  Alaska,  particularly,  many  of  the  producers  there  have  access 
to  fish  which  is  caught  in  traps,  which  admittedly  is  acknowledged  to  be  a 
cheaper  method  of  securing  raw  supplies.  It  is  true  that  not  all  the  Alaska 
salmon  is  caught  in  that  way,  but  there  is  sufficient  to  reduce  the  average  cost 
slightly  below  our  own.  I  would  think  in  some  species  their  costs  of  raw  fish 
would  be  less  than  ours. 

Hon.  Mr.  Daigle:  Could  you  give  us  an  idea  of  the  difference  in  quantity 
between  the  salmon  caught  in  the  United  States  waters  and  that  caught  in 
Canadian  waters? 

Mr.  Hyland:  I  can  relate  it  in  terms  of  cases  canned.  The  average  pack  of 
B.C.  canned  salmon  is  1,500,000  cases  per  year,  over  the  past  ten  years.  There 
has  been  a  slight  improvement  in  our  per  year  pack.  The  Alaska  pack  plus 
Puget  Sound  is  in  the  vicinity  of  four  million. 

Mr.  Hager:  It  is  closer  to  five  million. 

Hon.  Mr.  Daigle:  Is  that  the  only  packing  plant  in  the  United  States? 

Mr.  Hyland:  There  is  Alaska,  Washington  and  Oregon. 

Hon.  Mr.  Daigle:  You  do  not  know  about  the  Washington  total? 

Mr.  Hyland:  They  are  all  grouped  together. 

Hon.  Mr.  Turgeon:  Traps  are  not  used  in  the  Washington-Oregon  waters, 
are  they? 

Mr.  Hyland:  All  in  Alaska. 

Hon.  Mr.  Turgeon:  All  in  Canadian  waters. 

Mr.  Hyland:  There  are  four  or  five  traps  operating  at  the  southern  tip 
of  Vancouver  Island;  it  is  only  the  trap  line  remaining. 

The  Chairman:  But  traps  are  legal  in  British  Columbia. 

Mr.  Hyland:  They  are  legal  but  there  are  no  more  licences  being  issued. 

Mr.  Hager:  Just  at  the  one  specific  area  or  one  company,  and  the  license 
is  subject  to  being  secured  each  and  every  year. 

The  Chairman:  And  other  licences  applied  for  are  refused. 

Mr.  Hager:  They  haven’t  been  refused  yet. 

The  Chairman:  But  if  new  licences  are  applied  for  they  will  be  refused. 

Mr.  Hager:  That  will  be  up  to  the  government  in  Ottawa. 

Hon.  Mr.  Turgeon:  Would  it  be  of  benefit  in  your  opinion  if  traps  were 
licensed  more  or  less  generally? 

Mr.  Hager:  Very  definitely,  Senator  Turgeon.  Alaska  puts  it  all  over  us 
on  cost  of  production. 

The  Chairman:  As  an  association  have  you  made  representations  in  that 
connection? 

Mr.  Hager:  Oh,  yes. 

Mr.  Hyland:  I  don’t  think  we  have  as  an  association. 

Hon.  Mr.  Turgeon:  There  was  some  effort  made  a  few  years  ago. 

Mr.  Hyland:  Yes. 
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Hon.  Mr.  Davies:  May  I  ask  a  personal  question?  I  note  that  Great  Britain 
proposes  to  import  $4,500,000  worth  of  canned  salmon.  Where  will  that  canned 
salmon  go?  As  you  know,  I  spend  two  or  three  months  every  summer  in 
Britain  and  I  always  make  it  a  point  to  ask  for  Canadian  products  of  various 
kinds  but  I  find  great  difficulty  in  locating  them.  Does  all  this  fish  go  to 
London,  for  instance? 

Mr.  Hyland:  No.  Admittedly  sir,  the  limited  quantity  of  canned  salmon 
which  Britain  is  able  to  finance  the  purchase  of  is  far  from  adequate  to  give 
complete  distribution  there.  They  do,  I  believe,  direct  it  to  the  industrial 
areas. 

Hon.  Mr.  Davies:  Is  it  bought  by  the  government? 

Mr.  Hyland:  It  is  bought  by  the  British  Ministry  of  Food. 

Hon.  Mr.  Davies:  And  is  allocated  by  him? 

Mr.  Hyland:  And  is  allocated  by  him. 

Hon.  Mr.  Davies:  It  is  the  same  situation  as  that  of  beef  cattle  all  over 
rural  Wales.  None  of  it  is  kept  up  there.  It  is  shipped  to  other  places  on 
the  order  of  the  Ministry  of  Food. 

Mr.  Hyland:  The  same  thing  happens  with  respect  to  fish. 

•  The  Chairman:  Have  you  found  that  subsidized  canned  pork  has  inter¬ 
fered  with  your  salmon  sales? 

Mr.  Hyland:  It  is  difficult  to  assess  the  complete  effect  of  competition  of 
that  nature.  One  of  the  questions  directed  to  us  was,  what  are  we  doing 
as  an  industry  to  keep  up  the  rate  of  consumption  for  our  product?  Speaking 
for  the  British  Columbia  Canned  Salmon  producers,  it  was  our  thinking  in 
1946  that  the  export  prospects  for  our  product  were  very  uncertain,  because 
during  the  war  the  domestic  market  was  necessarily  neglected,  and  for  some 
years  our  entire  output  was  devoted  to  overseas  shipments.  Many  new  Cana¬ 
dian  housewives  had  never  been  in  the  habit  of  using  canned  salmon  in  their 
homes  and  many  others  had  forgotten  about  it.  We  felt  that  it  was  im¬ 
perative  as  an  industry  that  we  embark  upon  a  program  to  once  again  place 
canned  salmon  in  active  acceptance  in  the  Canadian  market. 

The  canneries  voluntarily  assessed  themselves  so  much  per  case  to  raise 
an  advertising  fund.  Over  the  past  four  years  we  have  spent,  as  an  industry, 
$900,000  in  sales  and  promotional  advertising  throughout  Canada.  That  sum 
is  in  addition  to  the  private  label  advertising  which  has  been  carried  on 
normally  by  the  individual  packers.  The  result  of  that  promotional  campaign 
is  evident  to  us. 

It  is  true,  we  could  have  expected  and  perhaps  should  have  expected 
some  increase  in  Canadian  consumption  of  canned  salmon  by  reason  of  our 
increased  population  and  improved  purchasing  power  and  expanding  distri¬ 
bution  facilities.  Nevertheless,  we  are  confident  that  our  efforts  have  been 
successful.  In  the  prewar  years  the  average  Canadian  consumption  of  canned 
salmon  was  from  550,000  to  600,000  cases  annually;  our  current  marketing 
year  which  ends  June  30th  should  roll  up  a  figure  close  to  900,000  cases.  We 
have  succeeded  in  almost  reversing  the  former  relationship  of  export  trade  to 
domestic  trade.  It  used  to  be  that  65  per  cent  of  our  trade  was  export  and 
35  per  cent  domestic;  now  we  are  almost  at  the  point  of  having  65  per  cent 
domestic  and  35  per  cent  export. 

Hon.  Mr.  Horner:  May  I  ask  whether  the  herring  fishermen’s  strike  out¬ 
lasted  the  entire  season  for  that  fish? 

Mr.  Hyland:  It  did.  There  was  practically  no  production  of  herring  in 
British  Columbia  in  the  1952-53  season.  Small  quantities  were  taken  for  dry 
salting,  but  they  were  very  small. 
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Hon.  Mr.  Crerar:  I  should  like  to  ask  a  question,  Mr.  Chairman,  which 
may  be  outside  the  sphere  of  the  present  witness,  but  perhaps  someone  here 
can  answer  it.  It  seems  that  in  the  Atlantic  coastal  fishing  areas  the  fish 
are  moving  north  to  cooler  waters.  Is  there  anything  to  that,  and  if  there 
is,  would  it  have  any  effect  on  the  cost  of  processing  these  fish  for  market? 

Mr.  Smith:  That  is  true,  senator.  There  has  been  a  movement  of  fish 
to  cooler  waters.  Of  course,  the  farther  away  you  have  to  go  to  get  the  fish 
the  more  it  will  cost  and  the  more  difficult  it  is  to  land  the  fish  in  good  con¬ 
dition;  much  more  time  is  added  to  the  length  of  the  trip.  As  far  as  the 
North  Atlantic  area  is  concerned,  there  does  seem  to  be  a  cycle  in  progress 
now  in  which  warmer  waters  are  coming  to  the  Banks  and  as  a  consequence 
there  is  a  movement  of  some  species  of  fish  to  the  northern  banks. 

Hon.  Mr.  Bishop:  Are  the  trawlers  putting  the  shore  fishermen  out  of 
business  in  Nova  Scotia  and  other  Maritime  provinces?  What  generally  is 
the  effect  of  trawlers  on  shore  fishermen? 

Mr.  Smith:  Honourable  senator,  I  do  -not  think  the  effect  of  trawlers  on 
shore  fishermen  has  been  too  detrimental.  In  any  business  you  must  have  a 
continuity  of  operations  in  order  to  develop  that  business.  The  shore  fisher¬ 
man  with  his  little  boat  is  a  factor,  and  he  must  be  taken  care  of,  but  I  don’t 
think  we  could  develop  a  real  fishing  industry  by  restricting  mechanical  fish¬ 
ing  by  trawlers  and  going  exclusively  to  the  small  boat  fishing. 

Hon.  Mr.  MacLennan:  You  do  not  restrict  them. 

Mr.  Smith:  Trawlers  are  under  licence  from  the  federal  government,  but 
there  has  not  been  much  restriction  on  the  issue  of  licences. 

Hon.  Mr.  MacLennan:  The  committee  seems  to  be  hearing  a  good  deal 
about  British  Columbia  salmon,  and  I  am  getting  a  little  tired  of  it.  Let  us 
hear  some  talk  about  Nova  Scotia  salmon,  for  example.  Is  there  anybody 
here  who  will  say  that  it  is  easier  to  dispose  of  Atlantic  salmon  than  this  stuff 
they  catch  in  British  Columbia? 

An  Hon.  Member:  No:  there  is  not. 

The  Chairman:  Mr,  Welch,  from  the  Atlantic  coast  may  be  able  to  tell  us 
something  about  Nova  Scotia  and  New  Brunswick  fish, 

Mr.  Welch:  Mr.  Chairman  and  senators,  I  am  afraid  the  production  of 
salmon  on  the  Atlantic  coast  is'  such  that  it  does  not  make  very  much  difference 
on  the  markets  of  Canada  or  the  world.  The  production  is  very,  very  small. 
There  are  only  a  few  cases  of  salmon  canned,  and  that  is  for  household  use 
more  than  anything  else.  It  does  not  go  into  the  commercial  market. 

Hon.  Mr.  Horner:  Perhaps  it  would  not  come  up  to  the  high  standard 
required  for  export? 

Mr.  Welch:  I  would  not  say  that.  Personally,  I  think  it  has  a  better 
flavour — with  all  deference  to  my  British  Columbia  friends — but  the  quantity 
is  very  small  and  the  price  is  high.  It  usually  goes  to  Boston  and  other  United 
States  markets,  but  the  price  is  too  high  to  can. 

The  Chairman:  That  is  fresh  salmon? 

Mr.  Welch:  Fresh  salmon. 

The  Chairman:  Would  anyone  else  from  the  Council  like  to  say  something? 

Mr.  Hyland:  Senator  McLean  has  called  to  my  attention  that  I  did  not 
adequately  answer  his  question  about  the  effect  of  subsidized  canned  pork  on 
the  sales  of  our  product. 

Unquestionably  it  does  have  an  effect.  Any  artificial  price  level  which  is 
established  in  the  manner  in  which  canned  pork  was  handled,  is  bound  to  have 
an  effect  on  canned  salmon,  which  is  in  the  same  price  range.  Undoubtedly 
if  canned  pork  was  selling  at  a  price  directly  related  to  its  cost  of  production, 
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we  would  very  likely  be  in  a  better  competitive  retail  selling  position.  We 
have  queried  many  of  our  retail  store  outlets  on  this  question  and  they  did 
mention  that  initially,  when  pork  came  on  the  market  at  a  cheaper  price, 
there  was  a  noticeable  effect  on  canned  fish  sales.  We  are  all  hopeful  that  this 
year’s  business  will  demonstrate  that  we  will  maintain  or  even  slightly 
increase  our  canned  salmon  sales  in  Canada.  It  is  an  academic  question  to 
ask  us  what  the  situation  will  be — maybe  our  sales  would  be  much  greater 
if  it  were  not  for  the  competition  from  canned  pork. 

The  Chairman:  Are  there  any  further  questions? 

Mr.  Welch:  I  should  like  to  say  a  few  words  on  that  subject.  It  is  not 
my  desire  that  I  should  discuss  the  canned  sardine  question.  It  was  left  out 
of  the  brief  because  Senator  McLean  knows  more  about  canned  sardines  than 
anybody  here.  But  we  in  that  business  feel  that  subsidized  canned  pork  has 
had  a  definite  effect  upon  our  sale  of  canned  sardines.  Canned  sardines  is  in 
the  lower  price  class,  and  canned  pork  does  have  a  retarding  effect  on  our  sales. 

Hon.  Mr.  Crerar:  May  I  ask  whether  the  witness  would  suggest,  as  a 
solution  for  the  problem,  that  the  government  should  get  out  of  the  canned 
pork  business  or  get  into  the  fish  canning  business? 

Mr.  Welch:  I  would  suggest  that  they  get  out  of  the  canned  pork  business. 

The  Chairman:  There  is  no  question  about  it  but  that  fish  and  pork  come 
into  competition  at  a  certain  price  level.  Here  you  have  one  food  industry 
paying  its  tax,  and  paying  an  additional  tax  to  subsidize  another  industry 
that  is  selling  in  competition  with  it. 

If  there  are  no  further  questions,  I  am  sure  I  speak  for  every  member 
of  the  committee  when  I  express  our  appreciation  for  the  very  fine  brief 
presented  by  our  witnesses  today. 

Whereupon  the  committee  adjourned. 
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t  less  than  $5,000. 

Markets  and  Economics  Service,  Dept,  of  Fisheries,  Ottawa. 
April  13,  1953. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee  be 
instructed  and  empowered  to  consider  and  report  upon  how,  in  their  opinion, 

(a)  any  project  for  developing- economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate”. 
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MINUTES  OF  PROCEEDINGS 

Tuesday,  April  28,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10:30  a.m. 

Present:  The  Honourable  Senators:  McLean,  Chairman;  Bishop,  Burchill, 
Campbell,  Crerar,  Duffus,  Euler,  Haig,  MacLennan,  McDonald,  Pirie,  Turgeon 
and  Vaillancourt — 13. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 

The  following  were  heard: 

Mr.  G.  K.  Sheils,  President,  Canadian  Manufacturers’  Association,  Inc. 

Mr.  W.  K.  Leach,  Chairman,  Commercial  Intelligence  Committee,  Canadian 
Manufacturers’  Association,  Inc. 

A  breakdown  of  the  sales  dollar  for  fiscal  years  1950  and  1951,  filed  by 
Mr.  Sheils,  was  ordered  to  be  printed  as  Appendix  B  to  these  proceedings. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  11:55  a.m.  the  Committee  adjourned  until  Thursday,  April  30,  1953, 
at  10:30  a.m. 

Attest. 


JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees. 


105 


MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Tuesday,  April  28,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of 
the  free  world,  met  this  day  at  10:30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  I  will  call  the  meeting  to  order. 
This  is  the  fifth  meeting  of  the  Canadian  Trade  Relations  Committee  since 
reference  was  made  to  us  of  a  resolution  introduced  in  the  Senate  on  February 
12  and,  after  considerable  debate,  was  passed,  and  referred  to  us  on  February 
26.  I  do  not  think  we  need  to  read  the  resolution  again  as  I  am  sure  we 
are  all  familiar  with  it. 

We  are  highly  honoured  this  morning  to  have  with  us  representatives 
from  the  Canadian  Manufacturers’  Association: 

Mr.  G.  K.  Sheils,  President;  Mr.  J.  D.  Ferguson,  Vice-President;  Mr.  Hugh 
Crombie,  Past  President;  Mr.  W.  K.  Leach,  Chairman,  Commercial  Intelligence 
Committee;  Mr.  H.  W.  Macdonnell,  Manager  of  Legal  Department;  Mr.  T.  M. 
Kerruish,  Manager  of  Commercial  Intelligence  Department;  Mr.  Richard  Lang, 
Assistant  Manager  of  Tariff  Department;  Mr.  W.  D.  H.  Frechette,  Assistant 
Manager  of  Commercial  Intelligence  Department;  Mr.  C.  Willis  George,  Ottawa 
Representative. 

I  understand  that  Mr.  Sheils,  the  President  of  the  Association,  is  to 
present  a  brief  on  behalf  of  his  group,  and  this  will  be  followed  by  a  discussion. 
Would  you  please  come  forward,  Mr.  Sheils? 

Mr.  G.  K.  Sheils,  President,  Canadian  Manufacturers’  Association:  Mr. 
Chairman  and  gentlemen,  it  is  an  honour  and  a  privilege  for  the  Canadian 
Manufacturers’  Association  to  appear  before  your  committee,  and  we  trust  that 
the  brief  which  we  have  to  present  will  add  a  little  to  the  knowledge  which 
I  know  you  already  have  on  this  very  worthwhile  subject. 

Canada’s  economy  is  built  so  largely  on  world  trade  that  the  greatest 
importance  must  be  attached  to  the  study  of  efforts  to  achieve  greater  freedom 
in  the  international  exchange  of  goods  and,  at  the  same  time,  to  reduce  our 
dependence  upon  it  and  our  consequent  vulnerability  to  its  fluctuations.  Had 
it  not  been  for  the  rising  volume  of  our  sales  abroad,  history  would  certainly 
not  have  brought  this  country  to  the  degree  of  industrialization  and  prosperity 
which  it  enjoys  today  as  the  world’s  third  largest  trading  nation.  The  fact 
that  we,  a  nation  with  only  two-thirds  of  one  per  cent  of  the  world’s  population, 
have  reached  the  status  of  the  sixth  largest  industrial  producer  in  the  world, 
is  not  only  a  reflection  of  our  wealth  of  natural  resources  but  also  owes 
much  to  the  human  resources  of  enterprise,  energy  and  foresight  which  enabled 
Canadians  to  develop  wisely,  produce  efficiently,  and  to  sell  successfully 
beyond  the  bounds  of  a  limited  domestic  market. 

The  advantages  of  exporting  the  marginal  products  of  industry  are  well 
known  but,  in  Canada’s  case,  it  has  proved  necessary  in  the  past  and,  indeed, 
for  the  foreseeable  future,  that  a  large  proportion  of  production  should  be 
exported  in  order  to  enjoy  the  advantages  of  most  efficient  industrial  methods. 
Canada  has  developed  largely  on  her  ability  to  produce  cheaply  the  bulk  prod¬ 
ucts  of  farms,  fisheries,  forests,  and  mines,  and  the  prosperity  of  our  population 
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in  those  fields  is  heavily  dependent  upon  our  ability  to  sell  their  products  in 
world  markets.  Our  productive  capacity  has  taken  tremendous  strides  in  the 
last  few  years  and  we  must  remember  that  much,  if  not  most,  of  the  new 
industrial  development  today  is  for  the  large-scale  production  of  materials 
which  will  have  to  find  external  markets  if  the  enterprises  are  to  prosper. 

Canadians  have  been  quick  to  concede  that  imports  are  not  only  neces¬ 
sary  and  desirable  but  that  imports  of  goods  and  services  are,  in  fact,  the 
only  real  payment  which  we  receive  for  the  products  we  send  abroad.  On  a 
per  capita  basis,  Canada  is  the  world’s  largest  importer  among  the  principal 
trading  nations.  According  to  the  statistics  of  the  International  Monetary 
Fund,  which  are  quoted  in  terms  of  the  United  States  dollar,  our  imports  in 
the  past  year  were  about  $309  per  capita  as  compared  with  $74  for  the 
United  States,  $194  for  the  United  Kingdom,  $105  for  France,  and  $80  for 
Western  Germany. 

The  principles  enunciated  in  Article  2  of  the  North  Atlantic  Treaty  are 
essentially  those  which  Canada  has  promoted  in  relation  to  all  free  nations — 
the  furthering  of  peaceful,  friendly,  and  stable  conditions  of  intercourse 
between  nations;  assisting  efforts  to  raise  living  standards  of  our  less  fortunate 
world  neighbors;  and  seeking  the  elimination  of  conflict  in  international  eco¬ 
nomic  policies. 

No  country  has  been  more  co-operative  than  Canada  at  the  post-war  trade 
conferences  held  in  Geneva,  Havana,  Annecy  and  Torquay.  Canada  main¬ 
tains  no  exchange  restrictions,  nor  quota  restrictions  against  the  importation 
of  goods  from  other  countries.  She  has  taken  her  international  obligations 
arising  out  of  her  membership  in  such  organizations  as  GATT  very  seriously, 
has  not  taken  advantage  of  any  of  the  escape  clauses,  and  has  lived  well  within 
the  spirit  and  letter  of  her  undertakings. 

Throughout  its  eighty-two  year  history,  the  Canadian  Manufacturers’ 
Association  has  devoted  much  of  its  attention  and  energy  to  the  promotion  of 
Canada’s  export  trade,  guided  by  Article  II  of  its  Constitution  which  provides 
“The  objects  of  the  Association  shall  be  to  promote  Canadian  industries  and 
to  further  the  interests  of  Canadian  manufacturers  and  exporters,  and  to 
render  such  services  and  assistance  to  the  members  of  the  Association  and  to 
manufacturers  and  exporters  generally,  as  the  Association  shall  deem  advis¬ 
able  from  time  to  time”. 

As  early  as  the  189Q’s,  many  members  had  become  world  travellers  and 
had  achieved  success  with  the  products  of  Canadian  factories  in  many  over¬ 
seas  countries.  The  Association  established  its  own  agents  and  correspondents 
in  the  capitals  of  many  overseas  markets  and  potential  markets  throughout 
the  world  and  in  1900  recommended  that  the  Canadian  Government  appoint 
a  resident  trade  commissioner  in  London.  Through  the  promotion  of  en¬ 
lightened  trade  policies  and  through  direct  assistance  in  solving  the  trade 
problems  of  its  members,  as  well  as  by  educating  manufacturers  in  the 
techniques  of  export  trade  by  means  of  its  Export  Study  Clubs,  the  Associ¬ 
ation  has  worked  in  sympathy  with  those  who  believe  that  an  expanding 
multilateral  trade  between  nations  is  in  the  best  interests  of  world  peace  and 
human  well-being.  Its  growth  has  paralleled  the  growth  of  industry  and 
trade,  and  it  is  estimated  that  its  nearly  7,000  members,  in  all  the  ten  prov¬ 
inces  of  Canada,  account  for  75  to  80  per  cent  of  Canada’s  manufacturing 
production.  Of  these,  about  2,000  are  engaged  in  export  trade. 

Throughout  its  life,  the  Association  has  enjoyed  and  contributed  to  the 
highest  terms  of  friendship  and  co-operation  with  the  Department  of  Trade 
and  Commerce.  In  line  with  its  stated  aims,  the  Association  has  endeavoured 
to  place  the  views  and  suggestions  of  manufacturers  before  the  Government 
as,  for  example,  in  a  submission  made  in  October,  1943,  it  recommended  the 
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expansion  of  Canada’s  Foreign  Trade  Service  abroad,  a  program  of  training 
to  make  Canadian  Trade  Commissioners  conversant  with  modern  developments 
in  industry,  the  establishment  of  area  divisions  in  Ottawa  to  study  and  compile 
up-to-date  trade  information  on  Latin  America,  the  British  Empire,  etc.  In 
later  years,  recommendations  by  the  Association  have  been  instrumental  in 
setting  up  the  Export  Credits  Insurance  Corporation  and  the  British  West 
Indies  Trade  Liberalization  Plan. 

Canadian  manufacturers  and  exporters  are  particularly  fortunate  in  being 
served  by  a  Trade  Commissioner  Service  which  is  second  to  none  in  the 
world,  and  the  Association  has  had  particularly  cordial  relationships  with 
these  officers  who  have  made  CMA  offices  their  headquarters  for  over  fifty 
years.  Co-operation  in  the  matter  of  foreign  fairs  and  exhibitions,  trade 
missions,  goodwill  cruises,  and  similar  efforts  has  extended  over  a  long  list 
of  important  world  events,  not  least  of  which  has  been  the  development  of 
the  Canadian  International  Trade  Fair. 

The  Canadian  Trade  Index,  which  was  first  published  by  the  Association 
in  1900  to  promote  the  sale  of  Canadian  manufactured  products  abroad,  now 
has  an  annual  circulation  of  14,000  copies  and  is  distributed  to  potential  buyers 
the  world  over  by  the  Trade  Commissioner  Service.  In  the  years  since  the 
war,  the  Association  has  received  over  1,000  visitors  from  almost  every 
country  with  which  Canada  trades  and  has  assisted  them  in  establishing  fruit¬ 
ful  connections  with  Canadian  manufacturers  and  exporters.  The  Association 
has  been  represented  at  important  world  trade  conferences  since  the  war, 
including  those  of  the  General  Agreement  on  Tariffs  and  Trade,  and  such 
organizations  as  the  Inter- American  Council  of  Commerce  and  Production  of 
which  it  is  a  member.  This  Council  includes  representatives  of  all  the  Latin 
American  Republics.  At  the  Annual  Meeting  in  1945  with  the  co-operation 
of  Mr.  Winthrop  Aldrich,  now  U.S.  Ambassador  to  the  Court  of  St.  James, 
the  Association  took  the  lead  in  forming  the  Canadian  Section  of  the  Inter¬ 
national  Chamber  of  Commerce. 

Aided  by  these  efforts,  Canadian  manufacturers,  prior  to  the  war,  had 
built  valuable  markets  for  a  wide  variety  of  products,  including  many  fully- 
finished  consumer  goods,  in  the  United  Kingdom  and  other  parts  of  the  British 
Commonwealth  and  Empire  and  many  other  countries.  In  the  post-war 
period,  unfortunately,  other  countries  have  been  unable  or  unwilling  to  match 
her  record  in  eliminating  barriers  to  the  world-wide  interchange  of  goods. 
Manufacturers  now  find  many  of  these  overseas  markets  closed  to  them,  and 
perhaps  irretrievably  lost,  as  a  result  of  import  restrictions,  quotas  and  pro¬ 
hibitions,  particularly  in  the  sterling  area  and  Western  Europe. 

Some  of  t’he  effects  of  import  restrictions  and  the  problems  they  create 
are  perhaps  well  illustrated  by  Canada’s  own  experience  in  this  field. 

By  the  end  of  the  war,  Canada  had  built  up  a  substantial  dollar  reserve. 
To  ease  the  problems  of  the  war-torn  nations  of  Europe  we  embarked  on  a 
generous  program  of  foreign  credits  and  gifts  which,  taken  together  with  the 
tremendous  pent-up  demand  for  consumer  and  capital  goods,  rapidly  exhausted 
exchange  reserves  and  forced  the  adoption  in  November  1947  of  import 
controls  and  other  measures  to  conserve  foreign  exchange.  The  effect  of  these 
restrictions,  aided  by  a  renewed  influx  of  capital,  mainly  from  the  United 
States,  was  that  exchange  reserves  again  rose  to  what  were  considered  safe 
levels  and  immediate  action  was  taken  for  their  progressive  removal  which 
was  finally  accomplished  in  1950. 

A  survey  conducted  by  the  Association  in  1949  revealed  general  agree¬ 
ment  that  the  import  control  program  had  been  of  benefit  to  the  country. 
Many  new  products  were  being  made  in  Canada  for  the  first  time;  existing 
manufacturers  of  many  products  received  protection  from  foreign  competition 
more  effective  than  any  tariff;  purchasing  agents  in  all  lines  of  enterprises 
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throughout  the  country  had  to  review  their  sources  of  supply  and  buy 
Canadian  products,  where  formerly  they  had  used  imported  ones.  Despite 
these  benefits  and  the  knowledge  that  many  of  them  would  disappear  when 
the  controls  were  lifted,  the  Association  recognized  that  these  were  temporary 
measures  and  that  their  continuance  would  be  inconsistent  with  Canada’s 
international  obligations.  The  temptation  to  ask  that  '  import  controls  be 
prolonged  was  very  great  but  instead  of  advocating  this  course  the  Association 
recommended  and  approved  the  Government  policy  of  progressive  decontrol 
when  the  danger  point  of  exchange  reserves  had  passed. 

Canada’s  conduct  in  international  trade  relations,  including  the  rapid  aban¬ 
donment  of  import  controls  has  been  exemplary,  but  there  is  little  doubt  that 
the  lack  of  desire  on  the  part  of  other  countries  to  follow  her  lead  is  in  no 
small  part  responsible  for  the  world  trade  difficulties  of  to-day. 

In  many  other  countries  import  restrictions  have  been  employed,  apart 
from  the  necessity  of  exchange  conservation,  to  build  up  and  protect  secondary 
industry  and,  in  these  countries,  there  appears  to  be  little  desire  for  their 
removal.  In  the  United  States,  the  tariff  structure,  import  quotas  and  prohibi¬ 
tions  and  the  envolved  administration  of  customs  have  been  designed  and  used 
to  ensure,  in  that  highly  industrialized  nation,  that  American  industry  is  not 
subjected  to  serious  competition  from  Canada  or  from  abroad. 

The  evidence  of  past  years  leaves  no  doubt  that  further  action  by  Canada 
to  give  a  larger  share  of  a  relatively  small  domestic  market  to  imports  will 
be  totally  ineffective  in  changing  these  restrictive  policies  in  other  countries. 
Instead,  we  must  look  for  more  positive  measures  by  other  countries  which  will 
progressively  result  in  greater  freedom  in  the  international  exchange  of  goods. 
The  statements  issued,  following  the  1953  Commonwealth  Conference,  and 
subsequent  talks,  cautiously  indicate  an  encouraging  change  in  thinking  on 
these  matters,  and  if  their  suggestions  are  carried  into  action  the  general 
problem  of  world  trade  may  be  brought  closer  to  solution.  It  has  been  made 
clear  that  the  proposals  envisage  the  seeking  of  full  participation  and  co-opera¬ 
tion  of  the  countries  of  Western  Europe. 

Perhaps  it  may  be  said  that  the  effects  of  these  import  curbs  are  being 
over  emphasized  since  Canadian  exports  have  yearly  reached  new  peaks,  but 
this  is  to  ignore  the  change  which  has  taken  place  in  the  nature  and  direction 
of  our  exports.  The  ever-increasing  demand  in  the  United  States  for  our  raw 
and  semi-processed  products  is  of  great  importance  to  our  basic  industries,  but, 
unfortunately,  Canadian  manufacturers  of  consumer  goods  and  other  fully- 
finished  articles  have  not  found  the  United  States  a  substitute  for  markets 
which  they  previously  enjoyed  in  the  United  Kingdom,  the  British  Common¬ 
wealth  and  Empire  and  in  some  foreign  countries,  for  these  products.  It  is 
obvious  that  the  United  States,  while  quite  willing  to  admit  Canada’s  raw 
materials  to  her  markets,  does  not  show  the  same  willingness  to  admit  a  wide 
range  of  manufactured  goods. 

In  order  to  prosper  and  to  provide  stable  employment,  in  order  to  progress 
towards  more  efficient  production  methods  and  improved  products,  the  manu¬ 
facturing  industry,  Canada’s  largest  employer  of  labour,  needs  access  to  ever- 
widening  markets.  Such  progress  is  essential  if  Canadian  industry  is  to  avoid 
a  situation  where  rising  costs  of  production  and  distribution  result  in  pricing 
itself  out  of  not  only  its  foreign  markets  but  also  the  domestic  market,  and  in 
all  policies  this  must  be  a  major  consideration. 

The  Canadian  Manufacturers’  Association  has  the  utmost  faith  in  the 
industrial  future  of  this  nation  and  in  the  eventual  restoration,  through  inter¬ 
national  action  and  amity,  of  peaceful  and  prosperous  world  trading  conditions. 
In  the  long  term,  the  earnest  efforts  of  governments,  international  institutions, 
and  private  enterprise  must  be  crowned  with  success,  and  indeed  no  one  would 
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contend  that  the  past  few  years  are  devoid  of  achievement.  In  devising  addi¬ 
tional  means  of  meeting  the  ultimate  objective,  the  Association  respectfully 
submits  the  following  considerations:  — 

(1)  Steadfast  support  should  be  given  to  existing  international  organiza¬ 
tions  and  institutions  in  their  efforts  to  solve  the  problems  of  world  trade  and 
finance.  The  most  capable  government,  business  and  financial  leaders  are 
engaged  in  these  efforts  within  the  existing  frame-work  for  international 
discussion,  and  Canada,  together  with  the  other  nations  of  the  North  Atlantic 
Treaty  Organization,  should  continue  to  give  the  utmost  co-operation  and  avoid 
national  policies  which  may  jeopardize  their  success. 

(2)  Continuing  study  should  be  given  to  the  most  effective  application 
of  the  principle  that  Canadian  materials  and  resources  should  be  processed  as 
far  as  possible  in  this  country,  and  that  Canadian  exports  should  comprise  the 
highest  possible  proportion  of  “value  added  by  manufacture”.  This  includes 
more  extensive  and  intensive  utilization  in  Canada  of  indigenous  materials, 
fuel  (especially  natural  gas)  and  energy,  and  the  greatest  possible  economic 
diversification  of  industry. 

(3)  According  to  a  survey  conducted  by  the  Association  covering  the  fiscal 
year  1951,  Dominion  and  Provincial  income  taxes  paid  by  733  companies  with 
net  sales  over  $5  billion  amounted  to  two  and  one-half  times  the  dividends 
paid  to  shareholders  (which  were  themselves  subject  to  income  tax).  For 
every  dollar  that  manufacturing  makes  in  net  profit,  Dominion  and  Provincial 
Governments  take  one  dollar  in  income  taxes.  Some  further  relaxation  of 
taxes  would  encourage  modernization  of  plant  and  equipment  and  would  go 
a  long  way  towards  improving  Canada’s  competitive  position  in  world  trade. 

(4)  Canada  has  many  industries,  both  large  and  small,  which  have 
developed  under  a  policy  of  moderate  tariff  safeguards.  Nevertheless,  the 
Canadian  customs  tariff  is  at  present  a  comparatively  low  tariff  with  an 
extensive  free  list.  Under  existing  conditions,  has  not  Canada  gone  as  far 
as  she  can,  safely,  in  giving  access  to  her  markets? 

(5)  Transportation  and  communication  facilities  within  the  country  and 
those  which  connect  its  ports  with  foreign  markets  should  be  maintained  and 
extended  in  such  manner  as  to  provide  an  adequate  and  reasonable  service  at 
reasonable  rates.  The  importance  of  Canada’s  transportation  policy  remaining 
vital  and  flexible  in  all  its  ramifications,  and,  at  the  same  tome,  co-ordinating 
various  transportation  media,  using  each  to  its  best  advantage  is,  we  believe, 
recognized  and  should  be  continued. 

(6)  A  positive  and  progressive  immigration  policy  should  be  designed  to 
encourage  the  acquisition  of  new  skills  from  abroad  to  assist  in  the  building 
of  a  well-balanced  industrial  economy  and  to  strengthen  the  domestic  market. 

(7)  The  present  policy  of  making  Canada  better  known  abroad  by  all 
available  means  should  be  continued  and  extended.  More  emphasis  should 
be  placed  on  manufactured  products,  expanding  industrial  and  export  facilities, 
newly-found  resources  and  trade  policies. 

(8)  An  extension  of  token  import  plans  would  be  helpful  in  re-opening 
markets  of  the  British  Connomwealth  and  Empire  to  a  limited  extent. 

(9)  Consideration  should  be  given  to  means  of  realizing  closer  trade 
relations  with  the  British  countries  of  the  Caribbean  whose  economy  is,  in 
many  ways,  complementary  to  that  of  Canada. 

(10)  Programs  of  aid  to  under-developed  areas  such  as  the  Colombo 
Plan  deserve  effective  support  and  encouragement. 

All  of  which  is  respectfully  submitted,  Mr.  Chairman. 
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The  Chairman:  Thank  you,  very  much.  We  are  open  for  discussion  and 
questions  which  you  would  like  to  ask  Mr.  Sheils. 

Mr.  Sheils:  Might  I  say,  Mr.  Chairman,  that  the  reason  for  having  this 
group  of  experts  with  me  this  morning  is  that  on  many  of  these  questions  I 
might  feel  that  they  could  give  a  better  answer  than  I  could,  and  I  would  like 
to  feel  free  to  call  on  them. 

The  Chairman:  Certainly,  sir. 

Hon.  Mr.  McDonald:  Mr.  Chairman,  I  think  that  the  witness  has  given 
a  very  fine  submission  to  the  committee,  and  I  think  we  are  greatly  indebted 
to  the  Canadian  Manufacturers’  Association. 

I  should  like  to  ask  the  witness  or  some  member  of  the  delegation  what 
has  been  done  in  working  with  comparable  organizations  of  other  western 
nations  to  achieve  the  ends  which  you  have  suggested. 

Mr.  Sheils:  You  are  speaking  of  other  associations  of  manufacturers? 

Hon.  Mr.  McDonald:  Yes,  I  am. 

Mr.  Sheils:  Mr.  Leach,  would  you  care  to  answer  that  question?  Mr. 
Leach  is  chairman  of  our  commercial  intelligence  committee. 

Mr.  W.  K.  Leach:  Mr.  Chairman  and  gentlemen,  I  can  speak  on  that 
question  through  my  experience  with  the  Inter-American  Council  which  is 
an  organization  comprising  all  countries  of  South,  Central  and  North  America. 
They  hold  their  meetings  in  different  countries.  I  had  the  pleasure  a  year 
ago  of  speaking  before  that  group  in  Houston,  Texas.  It  was  sponsored  by 
the  National  Association  of  Manufacturers  of  the  United  States.  Their  get- 
together  is  for  the  purpose  of  exchanging  ideas  and  talking  about  trade  between 
the  different  countries.  The  Canadian  Manufacturers  Association  holds  a 
membership  in  that  organization.  This  past  November  they  held  a  meeting  in 
Lima,  Peru.  I  had  planned  on  going,  but  was  unable  to  do  so.  Mr.  Cathers 
of  the  Canadian  Manufacturers’  Association  went  down  and  spoke  before  that 
group.  We  have  had  many  interesting  letters  from  them.  I  have  personally 
made  friends  amongst  this  group,  and  they  seem  to  take  pleasure  in  writing 
letters.  The  purpose  is  to  extend  trade  throughout  all  the  Americas.  If 
there  are  any  further  questions  on  that  point,  I  shall  be  glad  to  go  further. 

Hon.  Mr.  Euler:  Mr.  Chairman,  the  former  speaker  dealt  with  GATT — 
the  general  agreement  for  tariffs  and  trade.  Do  you  think  that  venture  has 
been  successful?  I  know  you  have  stated  that  we  ought  to  continue  all  such 
relationships  for  the  purpose  of  forwarding  international  trade.  You  have 
been  following  GATT’s  various  meetings,  and  you  have  stated  that  many  of 
the  European  countries  have  taken  advantage  of,  I  suppose,  the  escape  clauses 
which  have  had  the  result  of  preventing  imports  into  their  country,  and  also 
into  the  United  States.  In  view  of  all  that,  do  you  think  that  so  far  as  you 
have  gone,  GATT  has  been  successful? 

Mr.  Sheils:  We  would  be  the  first,  sir,  to  say  that  GATT  has  had  a 
reasonable  measure  of  success.  We  would  not  in  any  way  claim  they  have 
been  entirely  successful.  Human  nature  being  what  it  is,  I  think  progress 
must  be  slow — 

Hon.  Mr.  Euler:  And  politics  being  what  they  are. 

Mr.  Sheils:  And  possibly  some  manufacturers  being  what  they  are — 
progress  must  be  made  slowly.  However,  we  do  feel  that  a  measure  of 
progress  has  been  made.  Perhaps  Mr.  Macdonnell  would  have  something  to 
say  on  that  point. 

Mr.  Macdonnell:  Mr.  Lang  has  better  knowledge  of  that  subject  than  I. 
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Hon.  Mr.  Euler:  I  note  you  say  that  GATT  has  gone  as  far  as  advisable. 

I  am  not  trying  to  put  words  into  your  mouth  with  regard  to  the  lowering  of 
tariffs — 

Mr.  Sheils:  We  feel  that  Canada  has  set  an  example  to  the  other  nations 
of  the  world  in  the  prompt  carrying  out  of  promises  made  at  the  international 
meetings.  When  we  have  promised  to  do  something  we  have  done  it.  I  am 
sorry  that  cannot  be  said  for  our  neighbour  immediately  to  the  south. 

Hon.  Mr.  Euler:  By  the  way,  has  Congress  ever  ratified  the  GATT 
agreement? 

Mr.  Sheils:  I  understand  they  have  not.  Part  of  the  trouble  in  dealing 
with  their  representatives  is  that  government  officials  attend  meetings  and 
make  commitments  which  their  government  will  not  endorse  when  they  go 
home. 

Hon.  Mr.  Crerar:  I  think  power  is  given  under  the  President  to  make 
these  treaties. 

Hon.  Mr.  Euler:  But  I  am  talking  about  GATT. 

Hon.  Mr.  Crerar:  GATT  is  an  outgrowth  of  the  powers  given  to  the 
President. 

Hon.  Mr.  Euler:  Has  our  parliament  ratified  that  agreement? 

The  Chairman:  I  think  we  have. 

Hon.  Mr.  Euler:  But  as  I  understand  it  the  United  States  have  not? 

Mr.  Sheils:  I  can  cite  an  instance  which  I  think  will  answer  both 
questions  which  you  have  brought  up. 

One  of  the  principal  points  raised  at  GATT  was  the  simplification  of  the 
very  cumbersome  United  States  customs  procedure  which  operates  far  more 
efficiently  than  any  tariff  to  bar  goods  going  into  that  country  and  their  customs 
policy  can  be  changed  at  a  moment’s  notice  on  pressure  from  a  certain  manu¬ 
facturer.  The  American  delegates  at  GATT  solemnly  promised  that  that 
condition  would  be  corrected  and  that  the  U.S.  customs  procedure  would  be 
simplified  and  brought  into  line  with  other  nations. 

Hon.  Mr.  Euler:  That  would  not  require  legislative  action. 

Mr.  Sheils:  That  has  never  been  done;  it  has  never  been  placed  before 
the  American  Congress. 

Hon.  Mr.  Euler:  But  that  would  not  have  to  go  before  Congress.  I  know, 
for  instance,  a  Canadian  manufactured  product  can  be  exported  to  the  United 
States,  and  when  it  reaches  the  border  it  is  adjudged  to  be  within  a  certain 
classification  for  tariff  rating.  Then  two  or  three  months  later  a  customs 
official  may  say  that  classification  was  wrong,  and  the  manufacturer  owes 
more  duty.  That  has  the  effect  of  curtailing  trade  with  that  country.  I 
would  think  that  would  be  a  matter  of  administration  rather  than  of  legislation. 

Mr.  Sheils:  Two  or  three  months  ago  the  promise  was  made  that  the 
legislative  body  would  correct  that  situation,  but  we  are  still  waiting  for 
them  to  do  it. 

Hon.  Mr.  Turgeon:  They  undertook  to  change  that  regulation,  did  they? 

Mr.  Sheils:  Yes,  sir. 

Hon.  Mr.  Turgeon:  A  definite  undertaking. 

Mr.  Sheils:  Yes. 

Hon.  Mr.  Turgeon:  That  would  be  part  of  the  agreement  reached? 

Mr.  Sheils:  Yes,  that  was  at  Geneva. 

Another  point  about  which  we  feel  very  keenly,  and  one  of  the  factors 
inherent  in  GATT,  is  the  use  of  embargo  or  quotas  should  be  restricted  to  cases 
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where  there  is  a  monetary  or  an  exchange  crisis.  That  has  not  been  the  case 
in  the  United  States.  They  have  applied  embargoes  where  there  was  no 
exchange  problem. 

Hon.  Mr.  MacLennan:  In  other  words,  if  the  Americans  do  not  want  to 
receive  manufactured  goods  from  Caanda  they  have  ample  machinery  to  keep 
them  out. 

Mr.  Sheils;  You  have  put  it  in  a  nutshell,  sir. 

Hon.  Mr.  Euler:  My  reason  for  saying  that  the  correction  of  that  would 
not  necessarily  require  legislation  was  this:  those  restrictions,  and  obstacles — 
if  you  like — to  the  importation  of  Canadian  goods  into  the  United  States  are 
matters  of  regulation  pretty  largely,  and  regulations  get  altered  very  often  in 
a  certain  way  by  officials  rather  than  under  any  definite  act  of  law. 

Hon.  Mr.  Crerar:  I  think,  Mr.  Chairman,  that  the  United  States  tariff  is  a 
monstrosity;  and  their  law  makes  provision  for  all  these  regulations.  That  is, 
if  my  understanding  of  it  is  correct,  their  tariff  laws  define  that  in  certain 
circumstances  certain  things  must  be  done,  and  there  is  a  conflict  between  not 
only  the  present  Executive  in  the  United  States,  but  also  the  previous  Execu¬ 
tive,  with  Congress  over  the  application  of  these  laws;  and  I  have  no  doubt 
that  the  representatives  of  the  United  States  at  GATT  said,  “We  will  try  and 
get  these  things  changed  in  the  American  law”,  but  so  far  it  has  not  been 
done;  and  their  tariff  law  makes  provision  for  these  roundabout  ways  of 
protection — because  that  is  all  it  is,  reduced  to  its  essentials. 

Mr.  Sheils:  I  think  that  is  right,  sir. 

Hon.  Mr.  Crerar:  It  gives  more  authority  to  a  Customs  officer  than  our 
laws  do,  so  that  the  Customs  officer  can  place  them  in  different  categories,  hold 
them  up  indefinitely,  and  so  forth. 

Hon.  Mr.  Euler:  Under  regulations.  But  who  makes  the  regulations? 
The  law  is  made  by  Congress  but  regulations  under  the  law  are  not  made  by 
the  Congress,  but  by  the  officials  or  what  we  in  Canada  call  the  minister.  You 
pass  a  certain  law  in  Canada,  and  the  minister  is  given  power  to  make  regu¬ 
lations.  He  may  perhaps  table  them,  but  he  does  not  have  to  go  to  parliament 
to  ratify  the  regulations. 

Hon.  Mr.  Crerar:  I  may  be  wrong,  Mr.  Chairman — 

Hon.  Mr.  Euler:  We  have  both  been  in  that  position,  senator. 

Hon.  Mr.  Crerar:  — but  I  think  it  will  be  found  that  even  the  President, 
with  all  his  power,  cannot  vary  these  regulations.  That  is  embedded  in  their 
tariff  law,  beyond  his  ability  to  touch;  and  there  have  been  frequent  discus¬ 
sions  in  the  last  few  years  over  the  need  of  revising  those  regulations. 

Hon.  Mr.  Euler:  But  who  makes  those  regulations? 

Hon.  Mr.  Crerar:  The  regulations  on  that  point  are  really  made  by 
Congress. 

Hon.  Mr.  Euler:  I  don’t  think  so. 

Hon.  Mr.  Crerar:  I  think  you  will  find  that  is  so. 

Hon.  Mr.  Turgeon:  Coming  back  to  this  agreement  under  which  the 
United  States  representatives  agreed  to  change  the  regulations,  and  so  forth: 
what  is  the  date  of  the  meeting  when  that  agreement  was  made? 

Mr.  Sheils:  I  believe  the  first  agreement  was  in  1946. 

Hon.  Mr.  Turgeon:  You  refer  to  the  last  one,  in  which  they  definitely 
agreed  to  a  change? 

Mr.  Sheils:  That  was  this  meeting  with  the  British  representative, 
Mr.  Butler,  when  the  question  of  freeing  trade  was  discussed,  and  sterling 
convertibility,  and  so  forth. 
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Hon.  Mr.  Turgeon:  Just  this  spring. 

Mr.  Sheils:  Just  this  spring;  and  at  that  time  the  American  officers,  I 
believe  from  the  Presidential  office,  assured  the  British  that  this  long-deferred 
simplification  would  take  place  this  year. 

Hon.  Mr.  Turgeon:  Could  that  be  called — I  am  asking  for  information— 
an  official  undertaking? 

Mr.  Sheils:  Well,  it  all  depends,  sir,  whether  the  officer  in  the  President’s 
office,  under  their  set-up,  has  the  authority  to  make  the  statement.  He  certainly 
made  it. 

Hon.  Mr.  Crerar:  It  was  a  declaration,  I  think,  that  the  President  would 
try  and  get  these  changes  effected. 

Hon.  Mr.  Turgeon:  That  was  while  Mr.  Butler  was  in  Washington? 

Mr.  Sheils:  Yes,  but  the  original  promise  was  in  Geneva  in  1946. 

Hon.  Mr.  Euler:  Then  they  went  to  Havana  and  Annecy  and  Torquay. 

Mr.  Sheils:  Yes,  sir. 

Hon.  Mr.  Euler:  And  the  last  one  was  in  London;  is  not  that  right? 

Mr.  Sheils:  I  am  not  sure  if  there  was  a  discussion  in  London  on  that  or 
not.  Torquay  was  the  last. 

Hon.  Mr.  Crerar:  Would  you  agree,  Mr.  Sheils,  with  the  theory  that  is 
now  becoming  somewhat  popular  throughout  the  world,  that  if  a  country  is 
going  to  export  it  must  import? 

Mr.  Sheils:  Yes,  sir,  we  do  agree  with  that. 

Hon.  Mr.  Crerar:  And  it  follows,  then,  that  barriers  in  any  country  to  the 
movement  of  trade  back  and  forth  across  these  countries  are  in  contradiction 
of  that? 

Mr.  Sheils:  Yes.  I  think  we  have  proved  that.  We  Canadians  proved 
that  by  the  amount  of  stuff  we  export  per  capita  as  compared  with  any  other 
nation  in  the  world. 

Hon.  Mr.  Euler:  Which  is  the  greatest  obstacle, — tariffs,  or  these  other 
methods  of  restricting  imports? 

Mr.  Sheils:  As  regards  our  dealings  with  the  United  States,  I  would  say 
the  invisible  barriers  are  the  worst. 

Hon.  Mr.  Crerar:  I  agree  with  that. 

Hon.  Mr.  Euler:  The  tariffs  are  high. 

Mr.  Sheils:  The  tariffs  are  high,  but  one  can  figure  what  one  must  pay 
with  a  tariff.  Supposing  the  tariff  is  25  or  30  per  cent,  you  do  not  try  to  export 
unless  you  can  beat  them  by  your  efficiency  in  production  and  so  forth,  but  the 
“invisible  fellow”  is  hard  to  beat. 

Hon.  Mr.  Euler:  You  meet  him  at  the  border? 

Mr.  Sheils:  Yes.  You  do  not  know  you  have  met  him  until  your  agent 
in  the  United  States  says,  “Where  is  that  shipment  you  were  sending  me?” 
and  you  find  that  it  is  still  at  Buffalo. 

Hon.  Mr.  Crerar:  I  admit  it  is  academic,  but  if  it  were  possible  to  reach 
an  arrangement  with  the  United  States  for  twenty-five  years  for  a  complete 
free  exchange  of  the  products  of  either  country  with  the  other,  would  that  be* 
a  good  thing  for  Canada? 

Mr.  Sheils:  In  my  opinion  it  would  not,  sir.  I  think  it  would  completely 
destroy  great  segments  of  the  Canadian  manufacturing  industry,  and  that  we 
would  lose  a  great  deal  of  our  identity  and  autonomy  as  a  country. 

Hon.  Mr.  Crerar:  Would  that  be  due  to  the  fact  that  you  do  not  think  that 
Canadian  skills  are  less  than  American  skills,  but — 
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Mr.  Sheils:  Not  for  a  moment,  sir.  We  have  proof  that  they  are  not.  But 
we  have  to  think  of  this,  that  with  a  market  of  150  millions,  for  instance,  if  you 
are  going  to  bring  out  a  new  refrigerator  and  you  have  a  tooling  cost  of  fifteen 
or  twenty  thousand  dollars,  you  can  imagine  the  impact  of  that  tooling  cost 
on  the  production  of  refrigerators  for  150  million  people  as  against  15  million 
people. 

Hon.  Mr.  Crerar:  I  would  like  to  follow  that  up.  The  Canadian  manu¬ 
facturer  would  have  the  assurance  of  twenty-five  years  of  a  market,  not  of 
15  million  people  but  of  170  million  people,  and  he  has  the  advantage  of  haul 
to  get  his  merchandise  over  there, — which  the  United  States  fellow  has  not. 

The  Chairman:  The  distance. 

Hon.  Mr.  Crerar:  The  distance,  yes.  It  is  an  academic  question,  but  do  you 
not  think  the  Canadian  manufacturer  would  have  certain  advantages  over  his 
American  competitor,  say  in  the  matter  of  power  costs;  and  so  far  as  transporta¬ 
tion  is  concerned  the  great  bulk  of  the  consuming  population  of  the  United 
States  is  closer  to  the  manufacturing  centres  in  Ontario  and  Quebec  than 
British  Columbia  or  Alberta  is. 

Mr.  Sheils:  I  still  do  not  think  it  would  be  a  good  thing  for  Canada, 
sir. 

Hon.  Mr.  Crerar:  I  think  you  are  a  little  too  timid,  Mr.  Sheils. 

Hon.  Mr.  Campbell:  I  see  another  factor  that  would  support  your  argu¬ 
ment  in  that  respect,  and  that  is  the  differential  between,  the  internal  taxes 
applicable  to  parts  that  go  into  the  goods  in  the  United  States  as  compared 
with  Canada.  I  am  speaking  now  of  sales  and  excise  taxes. 

Mr.  Sheils:  That  is  a  factor,  unless  the  previous  speaker  was  visualizing 
the  abolition  of  all  such  taxes. 

Hon.  Mr.  Campbell:  But  those  are  internal  taxes  that  I  am  speaking  of. 

Mr.  Sheils:  Yes. 

Hon.  Mr.  Campbell:  For  instance,  take  the  automobile.  A  large  part  of 
the  differential  between  the  price  of  an  automobile  in  Canada  and  in  the 
United  States  is  attributable  to  internal  taxes,  is  that  not  right? 

Mr.  Sheils:  Yes. 

Hon.  Mr.  MacLennan:  Some  of  it. 

Hon.  Mr.  Campbell:  I  was  asking  the  witness  whether  he  knew  what 
that  amounted  to. 

Mr.  Sheils:  No,  I  would  not  like  to  quote  figures  on  that.  I  do  not  know 
if  any  of  the  officers  present  would  like  to  make  a  statement  on  that. 

Hon.  Mr.  Euler:  Here  is  another  academic  question,  and  if  it  is  embar¬ 
rassing  to  you  you  do  not  need  to  answer  it.  All  these  figures  would  be 
overcome  if  there  was  no  political  boundary  line  between  the  two  countries. 
How  about  that? 

Mr.  Sheils:  I  would  not  be  in  favour  of  that. 

Hon.  Mr.  Euler:  That  is  what  I  thought. 

Mr.  Sheils:  You  are  suggesting  that  the  United  States  become  our 
eleventh  province,  are  you? 

Hon.  Mr.  Euler:  Or! 

Hon.  Mr.  Campbell:  Mr.  Sheils,  just  following  up  Senator  Crerar’s 
question,  you  are  familiar  with  what  happened  in  the  agricultural  implement 
industry  where  there  was  a  complete  elimination  of  tariff  between  the  two 
countries? 

Mr.  Sheils:  I  would  say  reasonably  so.  I  am  not  in  that  industry  and 
I  do  not  know  as  much  about  it  as  I  would  like  to. 
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Hon.  Mr.  Campbell:  That  has  worked  considerably  well  for  Canadian 
manufacturers. 

Mr.  Sheils:  I  really  do  not  know  what  the  answer  is  there,  but  perhaps 
some  of  the  officers  know  the  story  of  that  better  than  I  do. 

Mr.  Leach:  I  think  that  has  also  worked  well  for  the  manufacturers  in 
the  United  States.  In  our  town  we  have  had  some  manufacturers  who  have 
brought  their  work  up  from  the  States  to  be  done  there,  and  we  have  gained 
possibly  a  little  in  that  respect.  Other  than  that,  I  do  not  know  of  any¬ 
thing. 

Hon.  Mr.  Turgeon:  I  should  like  to  ask  one  question  in  relation  to  Senator 
Crerar’s  inquiry  about  absolute  free  trade.  Would  the  answer  be  more  easily 
reached  if  the  population  of  Canada  was  doubled? 

Mr.  Sheils:  I  should  think  that  would  be  a  factor  towards  it.  We  are 
advocating  increased  immigration  into  Canada  at  all  times  for  the  purpose  of 
building  up  the  home  market,  and  thus  giving  us  a  chance  to  improve  our 
production  costs  by  reason  of  having  a  higher  home  market.  I  may  say  that 
we  do  not  like  the  fact  that  such  a  large  percentage  of  our  total  export 
business  goes  to  the  United  States  because  of  the  fickleness,  if  I  may  use  the 
word,  of  their  market. 

Hon.  Mr.  Crerar:  Mr.  Sheils,  notwithstanding  all  their  inconsistencies  do 
you  not  think  the  United  States  is  still  moving  into  a  position  where  it  must 
become  an  importing  country? 

Mr.  Sheils:  Undoubtedly,  sir,  in  the  field  of  raw  materials,  but  they  will 
not  be  willing  to  bring  in  fully-processed  goods. 

Hon.  Mr.  Crerar:  Take,  for  instance,  agricultural  implements.  Thirty 
years  ago  when  I  was  barnstorming  around  the  country  advocating  the  aboli¬ 
tion  of  tariffs  on  agricultural  implements,  I  was  regarded  as  a  very  dangerous 
character.  Many  people  thought  I  should  be  interned.  However,  in  the 
course  of  a  few  years,  practically  all  the  duties  were  removed  from  agricultural 
implements.  I  think  there  may  be  one  or  two  exceptions  today.  What  was 
the  result?  I  think  our  agricultural  implement  industry  in  Canada  today  is 
more  firmly  based  than  it  has  ever  been.  As  a  matter  of  fact,  the  manu¬ 
facturers  of  agricultural  implements  have  demonstrated  that  they  could  invade 
under  those  conditions  the  American  market.  I  do  not  think  that  Jimmy 
Duncan  would  say  for  a  moment  that  the  Massey-Harris  Company  does  not 
find  the  American  market  a  valuable  one.  It  is  a  very  valuable  market,  and 
my  point  is  that  under  these  conditions  I  have  faith  enough  in  Canadian  brains, 
initiative  and  ability  that  they  could  develop  industries  in  this  country  which 
could  compete  with  United  States  and,  indeed,  they  would  have  some  advan¬ 
tages  in  doing  so. 

Mr.  Sheils:  I  heard,  sir,  the  same  Jimmy  Duncan  advocating  very 
strongly  a  month  or  so  ago  the  increase  of  sales  to  Latin  American  markets 
because  he  thinks  they  are  better  than  the  United  States  market. 

Hon.  Mr.  Crerar:  I  believe  there  is  in  Canada,  and  with  some  reason,  a 
pretty  widespread  feeling  that  the  American  market  is  not  a  dependanble  one; 
that  it  is  subject  to  the  vagaries  of  Congress.  That  is  true,  but  I  think  events 
are  working  inevitably  against  that  in  the  United  States,  and  I  think  it  is  a 
hopeful  sign  when  you  get  people  like  the  United  States  Chambers  of  Com¬ 
merce,  bankers  associations,  and  investment  dealers  associations  coming  for¬ 
ward  in  favour  of  a  liberalization  of  trade  policies. 

Mr.  Sheils:  Yes,  that  is  a  hopeful  sign. 

Hon.  Mr.  Crerar:  I  do  not  think  there  is  any  question  about  it,  and  it  is 
important  that  we  in  Canada  be  perhaps  a  bit  patient  with  some  of  these  things 
because  I  am  sure  that  time  is  working  with  us. 
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Mr.  Sheils:  Since  1946  we  have  had  an  era  of  the  carrying  out  of  a 
promise,  and  I  think  we  have  shown  reasonable  patience. 

Hon.  Mr.  Crerar:  I  agree.  I  think  that  is  to  be  commended.  I  only 
express  the  hope  that  you  will  continue  in  good  works. 

Mr.  Sheils:  Thank  you,  sir. 

Hon.  Mr.  Euler:  Mi\  Sheils,  if  the  Canadian  manufacturers  were  sure  of  a 
permanent  American  market  of  150  million  or  160  million  people,  in  addition 
to  their  own,  do  you  not  think  that  in  time,  after  adapting  themselves  to  the 
larger  market,  they  would  be  able  to  compete  just  as  freely  as  the  manu¬ 
facturers  in  any  individual  states  in  the  United  States?  The  greatest  fear  in 
the  minds  of  the  Canadian  manufacturers  would  be  that  in  the  interim  many 
of  them  might  be  ruined. 

Mr.  Sheils:  I  think  a  lot  of  them  would  be. 

Hon.  Mr.  Euler:  But  if  you  had  a  permanency  to  that  market,  what  would 
you  say  then?  If  a  permanent  market  could  be  established,  do  you  not  think 
the  Canadian  manufacturers  would  be  just  as  competent  to  cater  to  a  market 
of  160  millions  as  would  the  American  manufacturers? 

Mr.  Sheils:  I  think  they  have  proven  their  competency. 

Hon.  Mr.  Euler:  The  difficulty  would  be  the  period  of  adjustment. 

Mr.  Sheils:  There  would  be  a  very  grave  difficulty  in  that  period  of 
adjustment.  From  past  experience  it  would  be  a  question  as  to  whether  we 
could  feel  there  would  not  still  be  an  upheaval  in  this  type  of  restriction  with 
any  particular  industry. 

Hon.  Mr.  Campbell:  Mr.  Sheils,  in  studying  these  problems  have  you 
attempted  to  classify  any  industries  which  might  benefit  from  freedom  of 
trade,  and  others  that  might  be  seriously  affected  by  the  elimination  of  tariffs? 

Mr.  Sheils:  No,  sir. 

Hon.  Mr.  Campbell:  Offhand,  would  you  care  to  express  an  opinion? 

Mr.  Sheils:  I  would  not,  sir.  In  preparing  this  brief  we  tried  to  keep 
away  from  that  because,  as  you  will  appreciate,  representing  7,000  manufac¬ 
turers  in  almost  every  conceivable  type  of  industry,  we  might  easily  get 
ourselves  into  a  real  schmozzle  if  we  tried  to  say  this  industry  would  benefit 
and  this  other  industry  would  not. 

Hon.  Mr.  Campbell:  In  answer  to  Senator  Euler’s  inquiry  to  you,  is  it 
not  true  that  if  the  markets  of  the  United  States  were  opened  to  Canadian 
manufacturers,  many  would  not  be  able  to  take  advantage  of  these  markets 
without  establishing  plants  in  the  United  States? 

Mr.  Sheils:  A  number  would  be  so  situated  in  Canada  that  they  would 
have  a  very  long  haul. 

Hon.  Mr.  Campbell:  Has  it  not  been  the  practice  of  many  United  States 
companies  to  establish  different  manufacturing  plants  throughout  the  States 
so  as  to  be  in  the  heart  of  the  population  area? 

Mr.  Sheils:  Yes. 

Hon.  Mr.  Turgeon:  On  page  9,  item  1  of  your  brief,  you  say:  “Steadfast 
support  should  be  given  to  existing  international  organizations  and  institutions 
in  their  efforts  to  solve  the  problems  of  world  trade  and  finance.”  Does  that 
include,  for  instance,  the  international  monetary  program? 

Mr.  Sheils:  Yes,  sir. 

Hon.  Mr.  Turgeon:  You  are  including  that? 

Mr.  Sheils:  Yes,  we  are  continuing  to  explore  every  means  of  support 
that  should  be  given  to  those  organizations  set  up,  including  GATT.  We 
think  GATT,  although  it  has  not  made  all  the  progress  that  we  should  like, 

•  is  doing  the  best  it  can  for  a  human  organization. 
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Hon.  Mr.  MacLennan:  There  is  one  section  here  I  do  not  understand,  if 
you  will  excuse  me.  You  say  in  your  brief,  page  10,  “For  every  dollar  that 
manufacturing  makes  in  net  profit,  dominion  and  provincial  governments  take 
one  dollar  in  income  tax.”  They  would  have  nothing  left. 

Mr.  Sheils:  We  should  have  said,  for  every  dollar  we  have  left  after  we 
pay  our  taxes.  If  we  make  two  dollars  before  taxes  we  pay  one  to  the 
government  and  have  one  left. 

Hon.  Mr.  MacLennan:  Well,  that  is  not  bad. 

Mr.  Sheils:  We  have  to  pay  our  shareholders  out  of  that  dollar. 

Hon.  Mr.  Crerar:  Would  you  express  an  opinion  on  our  taxation,  Mr. 
Sheils,  as  to  what  effect  it  is  having  on  the  expansion  of  industry?  In  other 
words,  may  I  put  it  this  way,  that  industry  requires  to  make  savings  out  of  its 
earnings  in  order  to  improve  its  plants,  keep  its  plants  modernized,  and  to  make 
for  more  efficient  production.  Would  you  say  the  existing  scale  of  taxation 
is  detrimental  to  that? 

Mr.  Sheils:  Yes,  sir.  I  think  that  was  admitted  by  no  less  a  person  than 
the  Minister  of  Finance  a  year  or  so  ago,  when  he  said  he  did  not  think  taxation 
could  be  maintained  at  its  then  level  without  detriment  to  our  economy.  The 
point  we  as  manufacturers  consider  is  something  like  this,  sir.  Taking  an 
average  of  all  the  industries  which  we  represent,  it  takes  $8,400  to  provide  a 
job  for  one  man,  that  is,  in  plant  and  equipment,  and  that  plant  and  equip¬ 
ment,  as  you  very  truly  said,  must  be  kept  modernized  or  else  production  costs 
go  up  and  we  are  priced  out  of  our  market.  That  $8,400  is  an  average,  I  might 
emphasize.  I  was  talking  to  the  general  manager  of  a  taxable  industry  the 
other  day,  walking  through  the  rows  and  rows  of  machinery  and  seeing  one 
or  two  people  in  two  or  three  or  four  rows  of  this  mass  of  setups,  I  said,  “What 
is  the  figure  in  your  industry?  My  idea  of  an  average  is  $8,400.”  He  said, 
“In  our  industry  it  is  three  times  that — the  cost  to  provide  a  job  for  one  man 
or  one  woman.”  So  we  feel,  when  governments  are  thinking  of  taxation 
programs  which  have  to  do  with  an  industry  that  that  is  a  figure  they  would 
do  well  to  keep  in  mind. 

Hon.  Mr.  Crerar:  Have  you  any  suggestion  as  to  how  the  revenue  could 
be  replaced. 

Mr.  Sheils:  No  sir,  I  am  not  a  tax  expert. 

Hon.  Mr.  Turgeon:  In  the  revision  of  tariffs  for  industry,  would  you 
suggest  that  that  class  of  industry  should  be  kept  particularly  in  mind?  That 
is,  do  you  think  the  question  of  cost  for  the  maintenance  of  employment  should 
be  studied  from  the  standpoint  of  various  new  industries,  or  on  industries 
generally. 

Mr.  Sheils:  I  think  that  tariffs,  sir,  need  to  be  applied  having  particular 
industries  in  mind.  You  could  not  have  a  flat  tariff  across  the  board. 

Hon.  Mr.  MacLennan:  No,  but  I  meant  in  working  out  what  tariffs  should 
be,  those  industries  which  have  a  higher  cost  for  employment  should  receive 
special  attention? 

Mr.  Sheils:  It  would  be  compensated  by  every  factor  in  the  turning  out 
of  goods  for  production.  Taking  the  taxable  industry,  percentage  of  labour 
costs  per  output  might  not  be  as  high  as  in  an  industry  which  costs  only  $5,000 
to  provide  the  equipment  per  man. 

Hon.  Mr.  Euler:  You  said  a  minute  ago,  in  reply  to  a  question  of  Senator 
Crerar’s,  that  the  high  taxes  in  Canada  do  seriously,  in  your  opinion,  handicap 
industry.  I  think  you  said  that? 

Mr.  Sheils:  Yes. 
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Hon.  Mr.  Euler:  Would  you  care  to  say  that  it  would  be  in  favour  of 
lowering  of  taxes  and  leaving  to  the  government  ways  and  means  by  which 
that  could  be  made  up,  or  possibly  by  a  reduction  of  expenditures?  Would 
you  care  to  give  an  opinion  on  that?  Would  you  say  taxes  should  be  further 
reduced  on  production — the  manufacturer’s  tax? 

Mr.  Sheils:  I  would  like  to  keep  out  of  the  separate  part  of  your  question, 
sir.  But  I  do  feel  that  the  further  reduction  of  taxation  on  industry  would  be 
beneficial  to  the  economy,  in  that  it  would  give  the  manufacturer  more  money 
to  modernize  his  plant  and  equipment  and  bring  it  up  to  date. 

Hon.  Mr.  Haig:  Mr.  Sheils,  this  is  a  political  question.  Would  you  assume, 
first,  to  start  out,  that  we  need  so  much  money  to  carry  on  the  government  of 
this  country.  Would  you  assume  that? 

Mr.  Sheils:  Right,  sir. 

Hon.  Mr.  Haig:  Now,  the  second  thing  you  have  to  assume  is  that  he  who 
makes  money  must  ultimately  pay  the  taxes.  I  do  not  think  we  need  to  argue 
about  that,  that  income  tax  is  based  in  that  way.  I  have  never  heard  of  any 
other  country  that  got  away  from  that  fact  fundamentally.  But  the  corporation 
tax  has  always  worried  me  in  this  way,  that  if  I  put  my  money,  if  I  have  any, 
into  investments  in  manufacturing,  in  a  company,  the  government  taxes  the 
profits  on  my  money  first  in  the  company,  and  they  take  about  50  per  cent,  and 
then  they  hand  me  the  money  and  tax  me  again. 

Mr.  Sheils:  Right,  sir. 

Hon.  Mr.  Haig:  Or  if  I  have  my  money  into  things,  not  manufactured,  or 
not  a  corporation,  such  as  lending  money  on  city  property,  lending  money  on 
farm  lands,  they  only  tax  me  once  on  my  net  profit.  Should  there  not  be  some 
change  there,  should  not  that  basis  of  taxation  be  switched  off  the  corporation? 
Let  me  point  out  that  in  England  they  do  this — and  I  am  subject  to  correction — 

I  understand  that  in  England  the  tax  corporations  give  each  shareholder  a 
certificate  in  proportion  to  the  number  of  shares  that  he  owns,  and  so  when  he 
puts  in  his  own  personal  tax  he  gets  exemption  to  the  extent  that  the  corpora¬ 
tion  has  already  paid  him. 

Hon.  Mr.  Euler:  We  get  20  per  cent  here  now. 

Mr.  Sheils:  We  get  20  per  cent  here  now,  yes,  after  this  year.  We  have 
been  getting  10  per  cent,  but  we  get  20  now. 

Hon.  Mr.  Euler:  We  will  get  it  from  the  first  of  the  year. 

Hon.  Mr.  Crerar:  Yes,  that  is  right,  but  that  is  only  20  per  cent.  I  want 
100  per  cent.  If  20  per  cent  is  a  good  idea,  is  not  100  per  cent  a  better  idea? 

Hon.  Mr.  Campbell:  It  is  20  per  cent  off  your  tax. 

Hon.  Mr.  Crerar:  But  that  is  not  a  political  question.  What  do  you 
think?  I  am  assuming  that  the  government  needs  the  money  and  you  are 
willing  to  pay  it. 

Mr.  Sheils:  I  don’t  know  how  far  I  could  go  with  you  reasonably, 
sir,  with  regard  to  100  per  cent,  because  I  do  not  know  what  the  impact 
would  be  on  the  taxation  revenue  and  what  other  steps  the  government  might 
have  to  take  to  recover  the  money.  But  the  manufacturers  of  the  country 
would  certainly  be  relieved  and  pleased  to  see  that  increase  from  10  per  cent 
to  20  per  cent  because  of  the  very  fact  that  you  mentioned,  people  who  have 
money  and  who  want  to  put  it  into  our  manufacturing  industries  wonder  why  ' 
they  should  be  taxed  twice.  It  is  certainly  a  step  in  the  right  direction,  but 
I  would  not  like  to  say  how  many  steps  in  that  direction  should  be  taken. 

Hon.  Mr.  Haig:  If  20  per  cent  is  a  good  thing,  why  is  100  per  cent  not 
better? 

Mr.  Sheils:  Because  I  do  not  know  what  impact  it  would  have  on  the 
revenues  and  what  that  would  mean  by  way  of  other  taxation. 


CANADIAN  TRADE  RELATIONS 


121 


Hon.  Mr.  Haig:  It  would  have  no  impact  at  all.*  The  income  taxpayer 
would  have  to  pay  more.  I  can  put  my  money  into  mortgages  and  pay  only 
one  tax,  but  if  I  put  it  into  industry  at  the  present  time,  I  have  to  pay  double 
taxation. 

Hon.  Mr.  Euler:  Heretofore  the  government  has  allowed  a  10  per  cent 
credit  on  your  dividend;  now  it  has  increased  it  to  20  per  cent,  and  the  gov¬ 
ernment  is  losing  that  much. 

Hon.  Mr.  Haig:  But  they  are  catching  it  on  the  other  side. 

Hon.  Mr.  Euler:  What  do  you  mean  by  that? 

Hon.  Mr.  Haig:  Production  is  growing  all  the  time,  and  the  same  rates 
and  percentages  are  maintained. 

Hon.  Mr.  Crerar:  If  Senator  Haig  is  suggesting,  Mr.  Chairman,  that  the 
corporation  income  tax  should  be  eliminated  and  the  corresponding  burden 
placed  upon  personal  income  taxpayers,  I  should  like  to  think  twice  about 
that  suggestion. 

Hon.  Mr.  Campbell:  Mr.  Sheils,  is  there  not  another  way  in  which 
industry  has  been  helped,  and  can  be  helped  still  further,  to  increase  their 
plant  deficiency  and  expand  their  operations,  by  a  more  liberal  means  of 
depreciation. 

Mr.  Sheils:  That  is  definitely  a  factor. 

Hon.  Mr.  Campbell:  And  that  was  a  greater  factor  a  few  years  ago,  was 
it  not? 

Mr.  Sheils:  Yes.  I  had  intended  to  mention  that  when  I  was  speaking 
of  the  necessity  for  the  manufacturer  saving  some  money  to  modernize  his 
plant  and  equipment.  The  present  rate  of  depreciation  applied  to  the  cost 
of  a  machine  purchased  ten  years  ago  will  not  replace  that  machine  today 
within  the  depreciation  years.  Of  course,  we  cannot  say  that  is  the  govern¬ 
ment’s  fault.  The  rate  was  all  right  when  it  started.  But  with  the  increased 
cost  of  that  machine  over  the  past  ten  or  fifteen  years,  the  depreciation  does 
not  come  anywhere  near  replacing  it,  and  we  have  to  save  enough  out  of 
profits  to  replace  it. 

Hon.  Mr.  Euler:  Would  you  like  to  see  the  rates  go  back  to  the  deprecia¬ 
tion  allowed  over  the  war  years,  when  you  could  write  it  off  in  two  or  three 
years? 

Mr.  Sheils:  I  would  like  to  see  a  higher  rate  of  depreciation. 

A  study  is  now  being  made  by  an  association  of  accountants — and  I  may 
say  it  is  not  inspired  by  the  Canadian  Manufacturers’  Association;  they  are 
doing  it  entirely  on  their  own — as  to  what  changes  industry  must  make  in  its 
accounting  practices  in  order  to  compensate  for  the  fact  that  current 
depreciation  rates  applied  to  the  old  value  of  machinery  and  plant  does  not 
leave  the  manufacturer  with  anywhere  near  enough  money  to  replace  it 
today. 

Hon.  Mr.  Crerar:  I  think  that  is  self-evident. 

Mr.  Sheils:  The  study  is  being  made  by  a  very  authoritative  group,  and 
we  are  looking  forward  to  what  they  have  to  say  about  it. 

I  should  like  to  amplify  my  answer  of  a  few  minutes  ago  to  Senator  Haig. 
Mr.  George,  our  Ottawa  representative,  says  that  he  would  be  pleased  to  see 
this  20  per  cent  go  up  and  up. 

Hon.  Mr.  Haig:  I  thought  so. 

Mr.  Sheils:  I  am  probably  the  type  who  likes  to  take  one  blessing  at  a 
time;  I  was  very  happy  about  the  10  per  cent  going  up  to  20  per  cent.  But 
I  see  there  are  people  in  my  association  with  more  forward  vision  than  I  have. 

Hon.  Mr.  Turgeon:  Upward  vision. 
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Hon.  Mr.  Campbell:  Assuming  that  the  time  will  come  when  the  dividend 
credit  will  be  70  per  cent,  would  that  not  result  in  the  shareholder  making 
a  greater  demand  for  distribution  by  the  company  so  as  to  get  benefit  for  that 
credit? 

Mr.  Sheils:  They  would  be  making  more  money  because  of  the  increased 
exemption.  Why  should  they  be  asking  us  to  give  them  more  too? 

Hon.  Mr.  Campbell:  I  think  you  will  find  that  if  they  could  get  dividends 
tax  free,  there  would  be  a  greater  demand  from  the  shareholders  for  more 
distribution. 

Hon.  Mr.  Haig:  But  they  would  pay  their  own  taxes  on  that.  For  instance, 
I  have  some  dividends  from  the  Hudson  Bay  Mining  and  Smelting  Company. 
Last  year  practically  half  of  the  profits  of  that  company  went  to  the  govern¬ 
ment.  Then  the  company  distributed  to  me  my  share  of  the  dividends,  and 
I  paid  the  federal  government  my  tax  on  it. 

Hon.  Mr.  Campbell:  But  you  are  suggesting  that  the  credit  be  increased 
from  20  per  cent  to  100  per  cent,  so  that  you  will  not  have  to  pay  taxes  on 
dividends. 

Hon.  Mr.  Haig:  The  company  will  pay  it. 

Hon.  Mr.  Campbell:  Mr.  Chairman,  we  seem  to  be  at  cross  purposes.  The 
benefits  under  the  present  act  are  that  a  shareholder  may  take  20  per  cent 
credit  off  his  total  dividends,  against  taxation. 

Hon.  Mr.  Haig:  Correct. 

Hon.  Mr.  Campbell:  If  we  increase  that  percentage  to  40  or  50  per  cent, 
as  will  likely  be  done  in  the  future  years,  it  may  have  the  effect  of  giving  the 
shareholder  his  dividend  tax-free.  Whatever  percentage  is  allowed  by  way  of 
credit  is  taken  off  the  tax,  and  is  a  direct  benefit  to  the  shareholders. 

Hon.  Mr.  Haig:  But  suppose  I  invest  $100,000  in  mortgages  at  6  per  cent. 
I  get  my  interest  income  of  $6,000,  and  I  show  that  in  my  income  tax  return 
and  pay  tax  on  it.  Whereas,  if  I  had  invested  that  same  $100,000  in,  say, 
Mr.  Sheils’  company  and  it  earned  $6,000,  the  dominion  government  would 
first  take  $3,000  of  that  $6,000  by  way  of  corporation  tax.  I  would  get  my 
$3,000,  and  pay  my  personal  income  tax  on  it.  Half  of  the  $6,000  has  been 
paid  out  by  way  of  47  per  cent  corporation  tax;  then  the  balance  is  taxable 
in  my  hands.  The  20  per  cent  credit  allowed  against  the  balance  of  $3,000 
which  I  receive  would  give  a  benefit  of  $600,  leaving  $2,400  still  to  be  taxed 
as  personal  income.  So  I  may  end  up  with  something  like  $1,500.  Whereas, 
as  I  have  said,  had  I  put  the  $100,000  into  mortgages,  it  would  have  been  taxed 
only  once. 

Hon.  Mr.  Campbell:  You  are  after  the  elimination  of  double  taxation? 

Hon.  Mr.  Haig:  I  am  arguing  for  the  elimination  of  double  taxation. 

Hon.  Mr.  Turgeon:  Is  it  not  possible  that  if  the  government  made  dividends 
totally  exempt  from  taxation,  that  as  it  required  money  it  would  have  to 
increase  the  taxes  against  the  corporation  itself?  It  might  happen  that  what 
the  shareholder  would  gain  on  tax-exempt  dividends  he  would  lose  by  reason 
of  reduced  dividends  the  company  could  afford  to  pay. 

Hon.  Mr.  Euler:  It  would  not  necessarily  follow  that  the  government 
would  increase  the  tax  on  corporations. 

Hon.  Mr.  Turgeon:  They  would  have  to  raise  it  somewhere. 

Hon.  Mr.  McDonald:  They  might  raise  it  on  personal  income,  as  Senator 
Crerar  said. 

Hon.  Mr.  Crerar:  That  was  not  my  suggestion.  Senator  Haig  suggested 

that. 
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Hon.  Mr.  McDonald:  But  you  brought  it  out. 

Hon.  Mr.  Haig:  But  why  should  I  be  able  to  invest  $100,000  in  mortgages, 
get  my  $6,000  income  and  pay  only  one  tax  on  it,  when  if  that  same  amount  of 
money  was  put  into  a  company  it  would  be  taxed  twice? 

Hon.  Mr.  Burchill:  We  have  to  be  practical  about  it:  The  fact  of  the 
matter  is  that  even  with  the  additional  taxation,  you  are  getting  more  money 
out  of  the  Hudson’s  Bay  than  you  are  from  the  mortgage  on  residences. 

Hon.  Mr.  Haig:  No,  I  am  not. 

Hon.  Mr.  Crerar:  I  would  suggest,  Senator  Haig,  that  the  inclination  of 
the  manufacturing  company  is  to  include  taxes  as  an  expense,  and  to  adjust 
his  price  accordingly. 

Hon.  Mr.  Euler:  Added  to  the  cost  of  the  goods. 

Hon.  Mr.  Crerar:  I  think  the  study  of  corporations  would  show  that  until 
the  past  year  or  so  they  have  pretty  well  maintained  their  net  profits,  even  in 
the  face  of  heavy  taxation.  However,  that  would  not  justify  the  taxation. 
In  my  opinion,  they  are  coming  to  a  point  where  they  can  no  longer  do  that. 

Hon.  Mr.  Haig:  Certainly  they  cannot;  that  is  why  I  raised  the  point. 

Mr.  Sheils:  This  question  of  increased  cost  of  machinery  and  plant  makes 
the  problem  even  more  difficult.  We  should  be  able  to  make  provision  for 
replacement. 

The  Chairman:  Are  there  any  further  questions? 

Hon.  Mr.  Pirie:  Following  up  Senator  Haig’s  question:  he  says  if  he 
invests  $100,000  in  a  mortgage  at  6  per  cent  it  gives  him  a  revenue  of  $6,000 
on  which  he  pays  $2,000  in  taxes. 

Hon.  Mr.  Haig:  Provided  my  tax  rate  is  50  per  cent. 

Hon.  Mr.  Pirie:  Yes;  that  is  an  individual  tax.  If  he  invests  $100,000  in 
Smelters  they  pay  the  tax  of  47  per  cent. 

Hon.  Mr.  Haig:  Plus  two. 

Hon.  Mr.  Pirie:  But  they  do  not  tax  you  on  any  capital  gain,  if  you  happen 
to  own  some  of  the  stock. 

Hon.  Mr.  Haig:  They  do  not  give  any  credit  if  I  make  a  loss,  either. 

Hon.  Mr.  Pratt:  That  is  true,  but  you  can  select  your  investment.  If  they 
make  a  capital  gain  you  do  not  pay  any  tax  on  it. 

Hon.  Mr.  Haig:  The  same  thing  applies  all  through,  about  capital  gains. 
That  is  another  thing  altogether. 

Hon.  Mr.  Euler:  You  are  just  arguing  that  double  taxation  is  wrong. 

Hon.  Mr.  Haig:  The  tendency  of  every  adviser  on  investment  who  has  any 
chance  of  advisement  is  to  get  into  things  where  there  is  not  the  double  taxa¬ 
tion,  if  he  can.  Look  at  bonds.  There  is  no  double  taxation  on  the  bonds  of  a 
company.  A  company  can  issue  bonds — Aluminum  are  paying  per  cent. 
There  is  taxation.  If  I  buy  any  stock  I  pay  double  taxation. 

Hon.  Mr.  Campbell:  They  do  not  have  trouble  selling  the  stock. 

Hon.  Mr.  Haig:  But  I  can  buy  that  on  the  public  market  today  to  yield 
me  5£  per  cent. 

Hon.  Mr.  Crerar:  I  think  Mr.  Sheils  has  a  further  statement  to  make. 

Mr.  Sheils:  I  would  like  to  add  to  my  reply  to  you  some  figures  one  of 
our  officers  has  given  me.  The  Manufacturers  Association  made  several  sur¬ 
veys  of  what  we  call  a  breakdown  of  the  sales  dollar  between  different  types 
of  expenses,  ending  up  with  the  net  profit  before  taxes,  and  then  taxes  on 
dividends  and  so  forth.  The  first  survey  we  made  was  in  1948,  and  it  showed 
a  profit  of  6-2  cents  on  the  dollar. 
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Hon.  Mr.  Crerar:  That  is  after  taxation? 

Mr.  Sheils:  No,  that  was  before  taxation.  The  following  year  this  figure 
dropped  to  5-8  per  cent — that  was  in  1949.  In  1950  profits  jumped  to  7*1 
cents,  out  of  which  3  •  1  cents  were  paid  in  dividends  and  four  cents  were 
retained  in  the  business  to  rehabilitate  the  plant  and  so  forth.  In  1951  the 
figure  dropped  to  5-8  cents,  of  which  2-3  were  paid  out  in  dividends,  which 
again  were  taxed,  and  3-5  cents  were  ploughed  back  into  the  business.  So 
that,  as  you  said,  it  is  becoming  increasingly  hard  to  have  any  money  to 
plough  back  into  business,  or  have  sufficient  money  to  plough  back  into  busi¬ 
ness.  If  it  is  so  desired,  that  computation  can  be  placed  on  the  record.  (See 
Appendix  B  to  these  proceedings). 

Hon.  Mr.  Crerar:  I  was  going  to  suggest  that  you  have  it  placed  on  our 
record. 

Hon.  Mr.  Euler:  Of  course  that  is  not  the  only  place  where  there  is 
double  taxation.  Take  the  sales  tax.  The  sales  tax  is  passed  on  by  the 
manufacturer  to,  perhaps,  the  wholesaler,  and  he  adds  that  on  to  his  costs,  and 
so  the  tax  is  paid  on  that.  It  is  always  cumulative;  you  pay  tax  on  tax. 

Mr.  Sheils:  The  question  of  the  tax  and  other  expenses  being  passed 
on  by  the  manufacturer  is  something  I  would  like  to  comment  on  briefly, 
if  I  may. 

The  Chairman:  Yes. 

Mr.  Sheils:  That  is  a  wonderful  theory,  and  we  would  all  love  to  do  it 
100  per  cent.  But  you  run  into  the  question  of  competition  from  abroad, 
these  days.  I  would  venture  to  say  that  if  taxes  were  raised  today  on 
textiles  or  the  toy  industry  they  could  not  pass  on  one  cent  to  the  public, 
because  of  the  competition  from  abroad. 

Hon.  Mr.  Crerar:  I  quite  agree  with  that.  My  remark  applied  to  the 
conditions  that  existed  when  there  was  a  general  shortage  of  goods  and  it 
was  not  a  question  of  price,  but  of  getting  the  goods.  But  under  the  competi¬ 
tive  conditions  which  have  been  steadily  returning,  that  advantage  disappears. 

Mr.  Sheils:  It  does  not  always  follow  you  can  pass  it  on. 

The  Chairman:  Gentlemen,  if  there  are  no  more  questions  I  want  to 

thank  Mr.  Sheils  and  the  gentlemen  who  are  with  him  for  coming  here  today 

and  for  giving  us  such  a  fine  brief.  It  will,  I  am  sure,  be  of  use  to  us.  We 

thank  him  also  for  his  patience  in  answering  all  these  questions.  We  want 

to  thank  you,  one  and  all. 

Hon.  Senators:  Hear,  hear. 

The  Committee  adjourned. 


CANADIAN  TRADE  RELATIONS 


125 


APPENDIX  B 


CANADIAN  MANUFACTURERS’  ASSOCIATION 
(Incorporated) 

1404  Montreal  Trust  Building, 

67  Yonge  Street, 

Toronto  1,  Ontario. 

Circular  No.  2476 

May  13,  1952. 

SALES  DOLLAR  BREAKDOWN  RESULTS 

Dear  Sir, 

On  March  10th,  the  membership  of  the  CMA  was  sent  circular  letter 
No.  2459  which  asked  help  in  an  important  undertaking — information  that 
would  help  disprove  the  myth  that  industrial  profits  are  excessive. 

The  response  to  our  questionnaire  was  gratifying  to  an  extreme.  Follow¬ 
ing  are  the  results  of  our  survey  in  detail. 

Canadian  manufacturing  industry’s  profits  on  each  dollar  of  sales  for  the 
year  1951  averaged  out  at  only  5-8  cents,  which  consisted  of  2*3  cents  paid 
out  in  dividends  and  3-5  cents  ploughed  back  into  the  business.  These  figures 
compared  with  3.1  cents  in  dividends  and  4  cents  retained  in  the  business  of 
the  7*1  cents’  profit  on  1950’s  sales  dollar. 

Force  to  the  figures  is  supplied  by  the  fact  that  the  CMA  members 
responding  to  the  profit  questionnaire  employed  over  320,000  people  in  1950 
and  over  335,000  in  1951  and  had  net  sales  of  nearly  four  billion  dollars  in 

1950  and  over  five  billion  dollars  in  1951. 

These  CMA  surveys  began  four  years  ago  and  were  aimed  originally  at 
finding  out  what  the  true  facts  surrounding  profits  were.  The  public,  according 
to  reputable  opinion  surveys,  has  always  thought  that  manufacturing  profits 
were  far  higher  than  they  actually  are.  Our  findings  over  a  period  of  four 
years  have  proved  conclusively  that  profits  were  barely  half  of  what  the 
public  thought  a  fair  profit  should  be. 

The  first  survey  we  did,  which  covered  1948,  showed  a  profit  of  6-2  cents. 
The  following  year,  it  dropped  to  5*8  cents.  In  1950,  a  year  marked  by  lower 
corporate  income  taxes  than  last  year,  profits  jumped  to  7*1  cents,  but  last 
year — even  though  net  sales  were  a  record  of  five  billion  for  the  companies 
responding  to  our  national  questionnaire — taxes  of  all  descriptions  were  higher 
and  the  sales  dollar  profit' dropped  back  to  5-8  cents,  the  same  as  it  was  in  1949. 

Further  figures  from  the  survey  showed  that  the  average  number  of  share¬ 
holders  over  the  two  fiscal  years  of  the  companies  replying  to  the  question¬ 
naire  was  264,728  in  1950  and  271,474  in  1951. 

Total  investments  of  the  companies  in  question  amounted  to  $2,592,658,000 
in  1950  and  $2,827,729,000  in  1951. 

Federal  and  provincial  taxes  on  manufacturing  income  in  1950  were  4-9 
cents  out  of  each  sales  dollar,  just  2-2  cents  less  than  what  the  stockholders 
and  the  business  itself  received  for  the  whole  year’s  operations.  Taxes  in 

1951  were  not  only  higher  but  actually  matched  the  profit  of  5-8  cents  in  each 
dollar  of  goods  sold.  In  other  words,  in  1951,  for  every  cent  industry  made, 
the  government  took  a  cent  in  taxes. 
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We  were  criticized  in  some  quarters  in  the  past  on  the  grounds  that  the 
accepted  method  of  establishing  a  profit  figure  was  on  the  basis  of  net  worth. 
That  question  is  open  to  discussion,  but  what  we  are  trying  to  show  is  quite 
simple — the  exact  number  of  cents’  profit  the  manufacturer  makes  on  his  sales 
dollar,  and  how  little  the  profit  affects  prices. 

On  the  back  of  this  page  is  the  complete  breakdown  of  our  survey  of  the 
manufacturers’  sales  dollar  for  the  years  1950  and  1951. 

Yours  faithfully, 

D.  P.  KEOGH, 

Manager ,  Education  Department. 

J.  T.  STIRRETT, 

General  Manager. 

W.  E.  WEAVER, 

Chairman ,  Education  Committee. 
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CANADIAN  MANUFACTURERS’  ASSOCIATION 
Education  Department 

Results  of  Questionnaire  on  Breakdown  of  Sales  Dollar  for  1950  and  1951  Fiscal  Years. 


1950 


$ 


%  $ 


1951 


% 


1.  Net  sales  (that  is,  gross  sales,  less  returns  and 

allowances) . 

2.  Other  income . 

Total . 


3.  Wages  and  salaries  (all  wages  and  salaries  in¬ 

cluding  management  salaries,  directors’  fees, 
payments  to  employees  for  holidays  and  in 
connection  with  profit  sharing  or  production 
incentive  plans,  unless  such  payments  are  dis¬ 
tributed  only  upon  retirement  of  employee  or 
some  similar  basis,  in  which  case  they  are  to 
be  included  in  4.) . 

4.  Employee  benefits  (payments  to  pension  plans, 

group  life,  sickness  or  hospitalization  insur¬ 
ance,  workmen’s  compensation,  unemploy¬ 
ment  insurance,  medical  services,  cafeterias, 
welfare  funds,  25-year  clubs,  etc.) . 

5.  Materials  (including  raw  materials,  finished 

and  semi-finished  parts,  materials  purchased 
for  resale,  materials  consumed  in  processing  or 
assembly  operations,  and  packaging  and  ship¬ 
ping  materials;  but  not  including  shop  and 
factory  supplies  to  be  included  in  7.) . 

6.  Excise  and’ sales  taxes  (included  in  1  above, 

remitted  or  to  be  remitted  to  Dominion  Gov¬ 
ernment)  . 

7.  Other  expenses  (including  shop  and  factory 

supplies,  power,  water,  municipal  taxes,  main¬ 
tenance,  repairs  to  buildings,  machinery  and 
equipment  (not  including  salaries  and  wages 
or  employee  benefits  included  in  4  above),  of¬ 
fice,  administrative  and  selling  expenses  not 
included  above,  including  charitable  donations 
and  interest  expense) . 

8.  Depreciation . 

9.  Taxes  on  income  (Dominion  and  Provincial 

taxes  on  income) . 

10.  Dividends  (dividends  declared  on  preference 

and  common  shares) . 

11.  Retained  in  the  business  (that  amount  of  the 
year’s  income  not  paid  out  in  dividends). . . . 

Total . 


12.  Number  of  employees  (average  over  12  month 

period  of  fiscal  year) . 

13.  Number  of  shareholders  (average  over  12 

month  period  of  fiscal  year.) . 

14.  Total  investments  (total  assets  less  actual 

liabilities  other  than  funded  or  long-term  in¬ 
debtedness)  . 


3,918,609,000 

51,162,000 


3,969,771,000 


871,687,000 

50,189,000 

1,838,024,000 

116,476,000 


488,733,000 

126,312,000 

194,344,000 

123,119,000 

160,887,000 


3,969,771,000 


320,361 

264,728 

2,592,658,000 


98-7 

1-3 


100-0 


22-0 

1- 3 

46-3 

2- 9 


12-3 

3- 2 

4- 9 

3- 1 

4- 0 


100-0 


5,015,578,000 

53,004,000 


5,068,582,000 


1,114,230,000 

64,396,000 

2,378,031,000 

176,237,000 


587,946,000 

156,122,000 

297,675,000 

115,811,000 

178,134,000 


5,068,582,000 


335,560 

271,474 

2,827,729,000 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration, 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee  be 
instructed  and  empowered  to  consider  and  report  upon  how,  in  their  opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between: 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
ih  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or 
individuals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

s  L,  C.  MOYER, 

Clerk  of  the  Senate  ” 
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MINUTES  OF  PROCEEDINGS 


Thursday,  April  30,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators,  McLean,  Chairman;  Bishop,  Rurchill, 
Campbell,  Crear,  Duffus,  Euler,  Gouin,  Haig,  Lambert,  MacLennan,  McDonald, 
Paterson,  Pirie  and  Turgeon. — 15. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 

The  following  representatives  from  the  Canadian  Chamber  of  Commerce 
were  heard:  — 

Mr.  Edward  C.  Wood,  Chairman,  Executive  Council. 

Mr.  A.  Maxwell  Henderson,  Chairman  of  Foreign  Trade  Committee, 

Mr.  G.  K.  Blair,  member  of  Foreign  Trade  Committee. 

Mr.  Morgan  Reid,  member  of  Foreign  Trade  Committee. 

Mr.  W.  J.  Sheridan,  Executive  Secretary. 

The  following  representatives  from  the  Trades  and  Labour  Congress  of 
Canada  were  heard:  — 

Mr.  P.  R.  Bengough,  President. 

Mr.  L.  E.  Wismer,  Director  of  Public  Relations  and  Research. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  12.40  p.m.  the  Committee  adjourned  until  Wednesday,  May  6,  1953, 
at  10.30  a.m. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees . 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Thursday,  April  30,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of 
the  free  world,  met  this  day  at  10.30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  members,  this  is  the  sixth  meeting  of  the 
Canadian  Trade  Relations  Committee  since  reference  was  made  to  us  of  a 
resolution  introduced  in  the  Senate  on  February  12  and,  after  considerable 
debate,  was  referred  to  this  committee  on  February  26.  I  think  everyone  in 
the  room  is  familiar  with  the  resolution,  so  there  will  be  no  need  for  me  to 
read  it. 

We  are  highly  honoured  this  morning  to  have  two  distinguished  delega¬ 
tions  before  us,  the  Canadian  Chamber  of  Commerce,  and  the  Trades  and 
Labour  Council  of  Canada.  We  will  hear  from  the  Canadian  Chamber  of 
Commerce  delegation  first.  I  would  ask  Mr.  E.  C.  Wood,  Chairman,  Executive 
Council,  Canadian  Chamber  of  Commerce,  to  come  forward  and  introduce  his 
delegation. 

Mr.  Wood:  Mr.  Chairman,  and  honourable  senators,  as  Chairman  of  the 
Executive  Council  of  the  Canadian  Chamber  of  Commerce,  I  would  like  to 
begin  by  expressing  on  behalf  of  the  council  the  council’s  deep  appreciation  to 
you  for  receiving  this  delegation  and  members  of  the  chamber’s  foreign  trade 
committee. 

For  the  record,  I  would  like  to  state  that  the  Canadian  Chamber  of  Com¬ 
merce  is  composed  of  close  to  700  Board  of  Trade  and  Chamber  of  Commerce 
members  in  all  ten  provinces,  representing  all  types  of  business,  large  and 
small,  retailers,  wholesalers,  manufacturers  and  bankers. 

Before  introducing  the  members  of  the  delegation,  with  your  permission 
I  would  like  to  highlight  the  chamber’s  policy  on  international  trade  relations, 
which  also  was  passed  at  the  last  annual  meeting  of  the  chamber  in  October 
of  last  year,  voted  on  by  the  membership  as  a  whole:  Canada  stands  estab¬ 
lished  today  as  one  of  the  leading  trade  nations  of  the  world.  Her  external 
trade  affects  the  income  of  every  Canadian  citizen  and  accordingly,  the  pro¬ 
motion  of  her  trade  relations  with  the  other  countries  of  the  world  must 
necessarily  be  a  major  point  in  any  national  program  for  maintaining  and 
increasing  Canadian  prosperity. 

Experience  with  governmental  trade  restrictions  and  state  trading  since 
the  end  of  World  War  II  indicates  clearly  that  international  trade,  like  domestic 
trade,  is  best  conducted  when  it  is  left  in  the  hands  of  those  most  experienced 
in  and  closest  to  the  business  of  trade — the  businessmen  themselves.  Govern¬ 
ment  quotas,  restrictions  and  State  ventures  into  the  trading  field  can  never 
substitute  for  the  free  and  natural  growth  of  trade  developed  by  private  traders 
whose  enterprise  and  initiative  are  essential  to  the  building  of  a  vigorous 
Canadian  economy.  While  recognizing  exceptions  which  may  be  required 
during  war  or  during  a  period  of  defence  preparation,  the  Canadian  Chamber 
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of  Commerce  urges  the  Government  to  do  everything  possible  to  bring  about 
the  removal  of  restrictive  barriers  to  international  trade  and  to  discourage  the 
practice  of  state  trading. 

The  Chamber  urges  continued  governmental  and  private  efforts  to  promote 
a  return  of  multilateral  trade  among  nations,  to  allow  a  free  flow  of  capital 
throughout  the  world,  and  to  work  towards  the  free  convertibility  of  currencies. 

The  Chamber  recognizes  that  if  Canada  is  to  enjoy  a  thriving  and  expand¬ 
ing  export  trade  she  must  import  goods  and  services  from  the  countries  to  which 
she  exports  and,  therefore,  urges  that  every  facility  be  extended  by  the 
Government  to  maintain  a  free  flow  of  commerce  in  both  directions.  While  the 
flow  of  imports  into  Canada  has  reached  substantial  proportions  during  the  past 
years,  from  both  the  dollar  and  the  sterling  areas,  the  Chamber  is  concerned 
with  the  increasing  tariff,  currency  and  quantitative  restrictions  imposed  against 
Canadian  goods  to  the  point  where  a  wide  range  of  fcanadian  commodities  at 
the  present  time  is  not  admitted  entry  to  many  countries. 

Canada  and  the  Sterling  Area 

The  Chamber  believes  that  Commonwealth  business  relations  can  best  be 
promoted  by  working  towards  the  objectives  of  multilateral  trade,  the  free 
flow  of  capital  and  the  convertibility  of  currencies  among  the  respective 
members  of  the  Commonwealth. 

It  is  with  particular  regret  that  the  Chamber  notes  the  continued  existence 
of  trade,  currency  and  quantitative  restrictions  which  limit  Canada’s  trade 
with  the  sterling  area.  It  strongly  urges  that  all  possible  ways  and  means  be 
explored  by  all  members  of  the  Commonwealth  to  ease  these  restrictions  to 
the  minimum  consistent  with  the  dollar  difficulties  still  faced  by  the  United 
Kingdom  and  the  sterling  area. 

The  Chamber  is  gratified  to  note  that  the  governments  of  the  Common¬ 
wealth  are  convening  an  economic  conference  in  November  1952  at  which  time 
it  is  understood  that  the  foregoing  problems  will  be  investigated.  It  urges  that 
the  Canadian  Government  take  all  possible  steps  to  encourage  a  freer  exchange 
of  goods  between  Canada  and  the  sterling  area. 

Further  comments  on  the  policy  of  Canada  and  the  United  States  follow, 
but  Mr.  Henderson  pretty  well  covers  that  in  his  brief.  This  policy  which  I  have 
just  highlighted  is  the  background  against  which  the  committee’s  brief  is  being 
presented  to  you  gentlemen  today. 

It  is  now  my  pleasure  to  introduce  to  you  the  members  of  the  Chamber’s 
delegation:  Mr.  A.  M.  Henderson,  Chairman  of  the  Foreign  Trade  Committee 
of  the  Chamber  of  Commerce.  Mr.  Henderson  will  present  the  brief  and  act 
as  the  chief  witness.  Mr.  G.  K.  Blair,  of  the  Massey-Harris  Company.  Mr. 
Morgan  Reid,  Assistant  Vice-President  of  Simpson-Sears.  Mr.  W.  J.  Sheridan, 
Secretary  of  the  Canadian  Chamber  of  Commerce,  and  Mr.  E.  J.  Little, 
Secretary  of  the  Foreign  Trade  Committee. 

After  Mr.  Henderson  has  presented  his  brief,  if  there  are  any  questions  you 
wish  to  direct  to  him  he  will,  I  am  sure,  be  pleased  as  best  he  can  to  answer 
them.  With  your  permission,  sir,  I  would  like  to  call  upon  Mr.  Blair,  Mr.  Reid 
and  Mr.  Sheridan  to  assist  him. 

The  Chairman:  Certainly. 

Mr.  Wood:  Thank  you,  very  much. 

Hon.  Mr.  Euler:  May  we  ask  this  witness  any  questions? 

The  Chairman:  Perhaps  we  had  better  hear  the  brief  first. 

Mr.  Wood:  We  will  be  pleased  to  do  whatever  you  say. 
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Hon.  Mr.  Euler:  Because  it  pretty  well  goes  to  the  heart  of  things.  I  am 
referring  to  what  he  said,  “Government  quotas,  restrictions  and  State  ventures 
into  the  trading  field”.  They  are  apparently  opposed  to  those  things,  which 
I  am  myself.  Does  he  go  so  far  as  to  suggest  the  removal  of  tariffs,  or  how 
far  should  they  go? 

Mr.  Wood:  No  sir,  not  in  any  specific  case.  In  this  particular  respect,  the 
policy  is  dealing,  I  think,  in  broad  principles. 

Hon.  Mr.  Euler:  Your  remarks  are  not  directed  to  tariff  restrictions. 

Mr.  Wood:  Not  as  such,  in  any  particular  case. 

Hon.  Mr.  Haig:  They  are  directed  mostly  to  quotas. 

Mr.  Wood:  Quotas  and  quantitative  restrictions.  I  think  Canada  has  done 
pretty  well  in  connection  with  the  reduction  of  her  tariffs.  We  feel  that  some 
of  the  tariffs  of  the  NATO  countries  are  higher  than  they  should  be  against 
Canadian  goods  as  compared  with  Canadian  tariffs  against  their  products. 

Hon.  Mr.  Euler:  You  have  said  that  you  are  in  favour,  as  we  all  are,  of 
promotion  of  trade  between  countries;  that  we  must  buy  and  sell.  Do  you  not 
think  that  the  matter  of  tariffs  enters  into  that  question? 

Mr.  Wood:  Definitely  sir. 

The  Chairman:  I  shall  now  introduce  Mr.  Maxwell  Henderson,  Chairman 
of  the  Foreign  Trade  Committee  of  The  Canadian  Chamber  of  Commerce. 

Hon.  Mr.  Haig:  Mr.  Chairman,  I  always  like  to  know  what  is  the  witness’ 
occupation. 

The  Chairman:  Mr.  Henderson  is  Secretary-Treasurer  of  Distiller’s  Cor¬ 
poration  Seagrams,  Montreal. 

Hon.  Mr.  Haig:  His  commodity,  I  know,  is  usually  bought  without  much 
advertising. 

Mr.  Maxwell  Henderson:  Hon.  Chairman,  Hon.  Senators  and  members 
of  the  Senate  Committee  on  Canadian  Trade  Relations: 

May  I  say  at  the  outset  how  much  we  appreciate  your  invitation  to 
appear  before  this  Committee  today  to  present  the  views  of  The  Canadian 
Chamber  of  Commerce  on  the  vital  subject  of  economic  relations  between  the 
member  nations  of  the  North  Atlantic  Treaty  Organization.  (Attached  as  an 
appendix  to  this  brief  is  the  official  statement  of  policy  The  Canadian  Cham¬ 
ber  of  Commerce  on  the  subject  of  International  Trade  Relations). 

The  Canadian  Chamber  of  Commerce  commends  your  initiative  in  this 
important  task.  We  wholeheartedly  support  your  efforts  to  study  the  funda¬ 
mentals  of  our  trade  difficulties,  particularly  your  desire  to  hear  the  views  of 
businessmen  concerned  with  the  very  real  business  of  trading  from  day  to  day. 

This  brief  is  presented  by  the  Foreign  Trade  Committee  of  The  Canadian 
Chamber  of  Commerce.  This  is  a  national  standing  committee  of  the  Chamber 
and  this  brief  reflects  the  views  of  the  membership  of  this  Committee  across 
Canada  at  this  time. 

Canada’s  International  Trade  Relations  are  of  vital  importance  to  the 
economy  of  our  country.  Her  external  trade  affects  the  standard  of  living  of 
every  Canadian  citizen.  Exports  are  and  always  have  been  the  foundation 
on  which  Canada’s  high  standard  of  living  is  based.  We  have  tremendous 
resources  of  mine,  forest,  farm  and  fisheries;  we  have  a  great  productive 
capacity  and  we  are  skilled  in  mass  production  techniques.  But  with  a  popu¬ 
lation  of  less  than  15  million  people  who  cannot  consume  all  we  produce.  If 
we  are  to  keep  our  economy  strong  and  our  people  employed  we  must  export 
our  surplus  production. 

But  foreign  trade  cannot  exist  on  a  one-way  movement  of  goods.  The 
Canadian  Chamber  of  Commerce  has  dealt  with  this  axiom  in  its  policy  pro¬ 
nouncement.  If  Canada  is  to  enjoy  an  expanding  international  trade  she  must 
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import  more  goods  and  services  as  a  means  of  payment,  and  every  facility  must 
be  extended  by  the  Government  at  all  times  to  maintain  a  flow  of  commerce 
in  both  directions.  Our  exports  in  1952  exceeded  $4,350  millions,  being  mainly 
pulp  and  paper,  wheat,  raw  materials  and  animal  products.  The  value  of  our 
imports  for  1952  themselves  exceed  $4,000  millions,  being  mainly  iron  and 
steel  products,  non-metallic  minerals,  vegetable  products,  textiles  and  chemi¬ 
cals.  Canada’s  volume  of  two-way  trade  places  her  among  the  great  trading 
nations  of  the  world.  She  has  replaced  France  today  in  third  position  after 
the  United  States  and  Great  Britain. 

Canada’s  exports  in  recent  years  have,  however,  been  largely  primary 
and  semi-manufactured  products.  The  United  States  and  the  free  markets 
of  Latin  America  continue  to  take  the  largest  proportion.  In  the  sterling  area 
exports  to  the  United  Kingdom  have  been  largely  primary  products  shipped 
by  Canadian  Government  agencies  to  the  British  Government,  in  other  words, 
through  the  medium  of  state  trading.  The  growth  of  trade,  currency  and 
quantitative  restrictions,  particularly  in  the  sterling  area,  has  amounted  almost 
to  a  prohibition  of  the  export  of  a  vast  range  of  Canadian  manufactured  goods 
to  the  sterling  area,  the  widest  trading  area  in  the  world.  The  Canadian 
Chamber  of  Commerce,  in  its  declared  policy  on  International  Trade  Relations, 
feels  strongly  that  continued  governmental  and  private  efforts  must  be  made 
through  all  channels  to  promote  a  return  to  multilateral  trade,  a  free  flow 
of  capital  throughout  the  world  and  free  convertibility  of  currencies.  Experi¬ 
ence  with  governmental  trade  restrictions  and  state  trading  since  the  end  of 
World  War  II  indicates  clearly  that  international  trade,  like  domestic  trade,  is 
best  conducted  when  it  is  left  in  the  hands  of  those  most  experienced  in  and 
closest  to  the  business  of  trade — the  businessmen  themselves.  Government 
quotas,  restrictions  and  ventures  into  trading  can  never  substitute  for  the  full 
and  natural  growth  of  trade  developed  by  private  traders.  Such  restrictions 
increase  the  cost  of  imports  to  a  country  because  they  force  the  importing 
country  to  buy  its  goods  from  less  attractive  and  usually  high  cost  sources. 

This  is  a  critical  year  for  Canada’s  foreign  trade.  While  there  has  been  an 
encouraging  increase  in  the  gold  and  dollar  holdings  of  the  sterling  area,  the 
balance  of  payments  problem  in  most  non-dollar  countries  is  a  long  way  from 
solution.  Chancellor  R.  A.  Butler  of  the  United  Kingdom  has  already  announced 
that  no  solution  is  in  sight  this  year.  The  British  government’s  economic  survey 
for  1953,  published  on  March  30th  last,  emphasizes  that  British  living  standards 
can  only  be  maintained  by  more  production  and  more  exports.  In  place  of  a 
deficit  of  400  million  pounds  in  1951,  the  United  Kingdom  produced  a  surplus  of 
one  hundred  and  seventy  million  pounds  in  1952,  excluding  one  hundred  and 
twenty-one  million  pounds  of  defence  aid.  It  is  estimated  that  to  meet  overseas 
commitments  in  1953,  Britain  must  earn  a  surplus  of  three  hundred  to  three 
hundred  and  fifty  million  pounds.  The  gold  reserves  of  the  sterling  area,  now 
at  a  level  of  $2,000  million  are  still  not  adequate  for  comfort  or  safety. 

Dollars  available  to  the  sterling  area  for  direct  United  States  aid  will  be 
materially  less  in  1953-54.  In  the  absence  of  a  solution  which,  as  already 
stated,  Mr.  Butler  has  said  is  not  in  sight  this  year,  Canada  must  always  run  the 
risk  of  having  its  overseas  trade  reduced  still  further  not  only  by  further 
government  quotas  and  restrictions  but  also  by  the  development  of  local 
industries  within  the  sterling  area  not  always  economic  to  replace  goods  at 
present  purchased  from  dollar  sources. 

This  is  a  year  of  great  importance  in  terms  of  Canada’s  trade  relationship 
with  the  United  States.  The  United  States  Congress  must  deal  with  the 
American  Reciprocal  Trade  Agreements  Act  which  lapses  in  mid-June.  The 
outcome  of  President  Eisenhower’s  recommendation  to  Congress  that  this 
legislation  be  extended  and  studied  is  vital  to  all  countries  trading  with  the 
United  States,  particularly  Canada.  It  will  be  appreciated  that  the  value  of 
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the  extension  of  this  Act  in  its  present  form  is  at  best  limited  inasmuch  as  a 
very  large  proportion  of  the  concessions  possible  under  the  existing  Act  have 
already  been  made.  The  President  has  also  asked  the  Congress  to  pass  the 
Customs  Simplification  Act,  enactment  of  which  has  been  sought  for  a  long  time. 
The  stand  taken  by  important  sections  of  American  business  opinion  on  the 
need  for  this  action  is  particularly  encouraging  to  all  countries  trading  with 
the  United  States.  Its  importance  has  been  stressed  by  the  Canadian  Chamber 
of  Commerce  ever  since  the  measure  was  first  introduced. 

A  second  event  of  vital  importance  to  Canada  is  the  expected  meeting  later 
this  year  of  the  countries  subscribing  to  the  General  Agreement  on  Tariffs  and 
Trade  (GATT).  The  tariff  agreements  signed  at  Torquay  in  1950-51  run  for 
a  period  of  three  years  and  are,  therefore,  due  for  renewal  this  year  or  early 
in  1954.  It  will,  of  course,  be  recognized  that  GATT  has  resulted  in  some 
reduction  of  trade  barriers  to  Canada's  benefit.  At  the  same  time  it  has 
established  a  code  of  conduct  in  a  field  where  no  such  principles  were  recognized 
before.  However,  experience  with  GATT  has  been  to  some  extent  disappointing 
in  Canada.  When  she  herself  has  striven  at  all  times  to  maintain  the  promised 
tariff  concessions  both  in  letter  and  spirit,  several  of  the  other  subscribers, 
including  the  United  States,  have  violated  and  continue  to  violate  their  obliga¬ 
tions  thereunder.  Further,  other  of  the  subscribers,  while  adhering  to  the 
letter  of  GATT,  continue  to  maintain  restrictions  not  justified  by  their  balance 
of  payments  position  today.  To-day’s  uncertainties  in  regard  to  international 
economic  policies  of  nations  may  furnish  an  explanation  for  this  attitude.  The 
importance  to  the  international  trade  of  the  free  nations  of  earnest  development 
of  GATT  cannot  be  overemphasized. 

International  trade  is,  and  always  must  be,  a  two-way  affair.  One  coun¬ 
try  alone  cannot  achieve,  let  alone  maintain,  the  highest  possible  living  stand¬ 
ards  without  importing  foreign  goods  and  services  and  what  is  particularly 
true  in  the  case  of  a  growing  nation  like  Canada,  accepting  foreign  loans  and 
investments.  But  to  import  such  goods  and  services  a  country  must  be  able 
and  ready  to  pay  for  them  and  it  can  only  make  payment  by  the  export  of 
its  own  goods  and  services.  Thus,  international  trading  causes  balance  of 
payment  problems.  Today  the  nations  of  the  free  world  do  not  have  co¬ 
operation  in  balance  of  payment  matters  one  with  another.  This  is  the  crux 
of  the  problem,  as  we  see  it. 

We  do  not  think  it  necessary  here  to  recapitulate  the  many  and  compli¬ 
cated  factors  underlying  this  problem  in  all  its  aspects  or  to  dwell  on  the 
benefits  which  can  be  expected  to  flow  from  a  solution  however  elementary. 
In  point  of  fact,  these  were  placed  before  your  Committee,  Mr.  Chairman,  at 
some  length  on  March  25th  by  one  of  the  member  Boards  of  The  Canadian 
Chamber  of  Commerce,  the  Quebec  Board  of  Trade,  and  we  are  indebted  to 
Dr.  Alfred  M.  Landsberger,  their  Economic  Consultant,  for  his  contribution  on 
the  problem.  The  Foreign  Trade  Committee  of  The  Canadian  Chamber  of 
Commerce  shares  in  the  conclusions  of  the  Quebec  Board  of  Trade  that  any 
attempt  fundamentally  to  improve  economic  co-operation  between  the  demo¬ 
cratic  nations  of  the  free  world  must  start  with  systematic  co-operation  in 
balance  of  payment  matters. 

In  the  opinion  of  the  members  of  the  Foreign  Trade  Committee  of  The 
Canadian  Chamber  of  Commerce,  the  ground-work  for  such  co-operation  can 
be  said  to  be  in  the  making  today  on  the  basis  of  the  recently  published  state¬ 
ments  by  the  United  States  and  the  British  Governments.  These  statements 
and  those  of  the  Canadian  Government,  stress  the  great  importance  of  develop¬ 
ing  policies  to  achieve  the  objectives  of  multilateral  trade,  the  free  flow  of 
capital,  economic  development  and  the  convertibility  of  currencies. 

In  his  State  of  the  Union  message  to  Congress,  President  Eisenhower 
laid  emphasis  on  the  importance  of  the  trade  policy  and  the  economic  relations 
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of  the  United  States  with  the  nations  of  the  free  world,  stressing  the  need  to 
develop  through  co-operative  action  of  the  free  nations,  a  strong  and  self- 
supporting  economic  system  capable  of  providing  both  the  military  strength 
to  deter  aggression  and  rising  productivity  to  improve  living  standards.  On 
April  7th  the  President  formally  asked  Congress  for  a  one-year  extension  of 
the  Reciprocal  Trade  Agreements  Act  in  its  present  form  to  enable  a  thorough 
and  comprehensive  examination  of  the  economic  foreign  policy  of  the  United 
States.  He  stated  that  such  a  re-examination  is  imperative  in  order  to 
develop  more  effective  solutions  to  the  international  economic  problem  today 
confronting  the  United  States  and  its  partners  in  the  community  of  free  nations. 
He  stated  that  no  feature  of  American  policy  is  more  important  than  the 
course  of  the  United  States’  economic  relations  with  other  nations.  He  told 
Congress  that  the  long  term  economic  stability  of  the  whole  free  world 
and  the  over-riding  question  of  world  peace  will  be  heavily  influenced  by  the 
wisdom  of  the  decisions  of  the  Congress  of  the  United  States.  The  security 
of  the  United  States  is  fully  as  dependent  upon  the  economic  health  and 
stability  of  the  other  free  nations  as  upon  their  adequate  military  strength. 

The  solution  of  the  free  world’s  economic  problems  is  a  co-operative 
task.  It  is  not  one  which  the  United  States,  however  strong  its  leadership 
and  however  firm  its  dedication  to  these  objectives,  can  effectively  attack  alone. 
The  President  underlined  two  basic  truths:  The  United  States’  share  in  this 
undertaking  is  so  large  as  to  be  crucially  important  to  its  success — and  its 
success  is  crucially  important  to  the  United  States. 

As  to  the  sterling  area.  The  Canadian  Chamber  of  Commerce  is  fully 
cognisant  of  the  efforts  being  made  at  this  time  by  the  Canadian  and  the  British 
Governments  toward  the  desired  objectives.  It  is  equally  aware  of  the  difficulties 
inherent  in  these  problems. 

The  official  communique  issued  on  December  15,  1952  at  the  conclusion  of 
the  Commonwealth  Economic  Conference  clearly  sets  forth  the  policies  agreed 
upon  by  the  members  of  the  British  Commonwealth  of  Nations  toward  a  better 
economic  relationship  among  the  free  nations  of  the  world.  The  conference  was 
convened  with  the  aim  of  concerting  measures  for  increasing  the  economic 
strength  of  the  commonwealth  countries,  including  the  colonial  territories,  and 
creating  conditions  in  which  their  peoples  can  play  their  part  in  securing  pros¬ 
perity  and  contentment  for  themselves  and  for  the  world. 

In  the  opinion  of  the  Canadian  Chamber  of  Commerce,  the  policies  and 
proposals  adopted  by  the  conference  represent  a  substantial  advancement  in 
the  thinking  on  the  problem.  It  is  noted  that  the  conference  proposed  to  seek 
acceptance  of  this  plan  by  the  Governments  of  the  United  States  and  of 
European  countries  whose  co-operation  is  essential  and  to  work,  as  far  as 
possible,  through  existing  international  institutions  dealing  with  finance  and 
trade. 

Although  none  of  the  details  have  as  yet  been  published,  the  Chamber 
has  noted  with  great  interest  the  reception  accorded  to  Chancellor  R.  A.  Butler 
on  the  occasion  of  his  recent  visit  to  Washington  and  Ottawa.  It  is  apparent 
at  this  stage  that  until  the  Governments  of  the  United  States  and  Canada 
pronounce  on  Chancellor  Butler’s  proposals,  there  is  a  limit  to  the  extent  to 
which  private  business  can  make  long  range  plans  relating  to  international 
trade. 

We  have  also  noted  that  Chancellor  Butler  and  Foreign  Minister  Eden 
were  accorded  a  satisfactory  reception  on  the  occasion  of  their  meetings  at  the 
end  of  March  with  the  European  Governments.  For  the  first  time  in  many 
years  a  definite  sense  of  direction  appears  to  be  felt  by  those  charged  with  the 
responsibility  in  this  difficult  field,  an  attitude  which  can  be  attributed  largely 
to  British  initiative.  To  this  extent,  a  large  measure  of  agreement  has  replaced 
the  confusion  that  was  beginning  to  become  chaos.  The  Commonwealth  Plan, 
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as  it  is  now  known,  consists  of  two  sets  of  decisions  of  fundamentally  different 
types.  One  concerns  the  objectives  of  economic  policy  in  the  international  field, 
the  other  concerns  agencies  or  institutions.  It  now  seems  certain  that  the 
British  government  is  convinced  that  nothing  short  of  a  pound  sterling  free  of 
exchange  controls  must  be  the  ultimate  goal.  Sterling  should  again  become 
a  currency  that  can  be  exchanged  freely  for  all  currencies  without  limitation 
coupled  with  at  rading  system  in  which  movements  of  goods  are  subjected  only 
to  uniform  customs  and  normal  trade  regulations. 

A  further  and  wider  step  towards  clarification  is  also  apparent  in  the 
British  attitude  towards  the  International  Monetary  Fund  whose  basic  reason 
for  existence  is  to  promote  the  stability  and  convertibility  of  currencies  and 
towards  the  General  Agreement  on  Tariffs  and  Trade  whose  existence  is  to 
stabilize  and  ultimately  reduce  trade  barriers  and  remove  quantitative  restric¬ 
tions  on  trade.  The  attitude  of  the  United  States’  Government  to  these  objec¬ 
tives  is  awaited  with  great  expectations. 

Within  the  past  ten  days  the  Foreign  Trade  Committee  of  the  Chamber  has 
reviewed  these  problems  first  hand  with  businessmen  in  Western  Canada  and 
would  sum  up  the  views  of  the  members  of  its  Foreign  Trade  Committee  in 
Vancouver  and  Winnipeg  as  follows: 

1.  The  consensus  of  opinion  is  that  wider  international  trade  must  be 
achieved  among  the  free  nations.  What  is  at  stake  is  more  than  a  matter 
of  trade — it  is  the  achievement  of  better  economic  relations  within  the 
free  world  and  the  strenghtening  of  the  free  world  to  meet  the  common 
danger. 

2.  In  view  of  the  present  status  of  events,  it  is  felt  that  the  Canadian 
Government  should  not  obscure  the  goal  of  wider  international  trade  by 
the  imposition  of  any  additional  restrictions  on  international  trade  at  this 
particular  time, 

The  Foreign  Trade  Committee  of  the  Canadian  Chamber  of  Commerce 
does  not  consider  anything  is  to  be  gained  at  this  particular  time  and  place 
by  a  recital  of  the  economic  ills  of  the  free  nations,  by  expecting  an  unrealistic 
benevolence  on  the  part  of  the  United  States  or  by  putting  forward  piecemeal 
suggestions,  however  attractive  they  may  seem  from  the  purely  Canadian  and 
national  point  of  view. 

Approval  of  President  Eisenhower’s  recommendations  is  today  before  the 
Congress  of  the  United  States  and  the  decision  is  theirs.  No  information  is 
yet  available  to  us  as  to  the  results,  if  any,  of  Chancellor  Butler’s  talks  with  the 
United  States’  Government  and  with  our  own  Government  last  month.  The 
Foreign  Trade  Committee  of  The  Canadian  Chamber  of  Commerce  considers 
that  further  progress  along  these  lines  is  essential  before  the  interests  of 
Canadian  business  can  be  intelligently  planned  and  prosecuted.  It  is  therefore 
recommended  that  an  official  Canadian  Committee  be  established  by  the 
Canadian  Government  charged  with  the  responsibility  of  promoting  Canada’s 
international  trade  relations,  its  policies  and  procedures  necessary  to  bring 
prompt  and  effective  results  in  the  interests  of  Canadian  business  and  the 
nation  as  a  whole.  It  is  recommended  that  such  a  committee  consist  of  repre¬ 
sentatives  of  the  Canadian  Government,  of  Canadian  business,  and  possibly 
other  groups,  its  terms  of  reference  to  be  developed  and  agreed  upon  by  the 
Government  and  the  other  representatives  and  then  laid  down  by  Canadian 
government  decree. 

This,  Mr.  Chairman,  concludes  our  remarks.  We  thank  you  for  the  privilege 
of  appearing  here. 

Hon.  Mr.  Horner:  May  I  say  to  Mr.  Henderson  that  another  important 
committee,  that  on  Banking  and  Commerce,  is  about  to  sit,  and  several  senators 
have  had  to  leave. 

Mr.  Henderson:  I  appreciate  that. 
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The  Chairman:  I  was  going  to  announce  that.  It  is  to  be  hoped  that  they 
will  be  able  to  get  back. 

Hon.  Mr.  Pirie:  I  think  several  others  have  to  leave.  What  is  your  quorum? 

The  Chairman:  Seven. 

Hon.  Mr.  MacLennan:  I  saw  in  the  Christian  Science  Monitor  newspaper 
yesterday  evening  that  there  is  a  committee  of  Congress  studying  the  tariff 
with  a  view  to  increasing  it.  You  did  not  see  that  paper? 

Mr.  Henderson:  With  a  view  to  increasing  the  United  States  tariff? 

Hon.  Mr.  MacLennan:  Yes,  against  all  and  sundry. 

Mr.  Henderson:  We  have  noted  references  in  the  press  as  to  the  rise  of 
protectionism  in  the  United  States.  But  our  consensus  of  opinion  is  that  at 
this  particular  juncture,  as  we  are  awaiting  some  very  substantial  pronounce¬ 
ments  from  the  President  himself,  we  should  rest  on  the  statements  already 
made  by  the  President  and  other  thinkers  in  the  United  States.  Incidentally, 
at  three  o’clock  this  afternoon  the  President  of  the  United  States  is  to  make  a 
broadcast  as  to  that  country’s  defence  policy  and  how  it  is  going  to  deal  with 
the  dollar  problem  for  defence  aid  in  the  future. 

Hon.  Mr.  MacLennan:  This  article  implied  that  Congress  would  not  pull 
with  the  President. 

Mr.  Henderson:  I  am  afraid  there  is  no  doubt  that  there  is  going  to  be  a 
great  deal  of  argument,  a  rising  wave  of  it,  but  until  it  is  officially  brought  out 
and  the  President  has  made  further  pronouncements,  we  feel  no  good  would 
be  gained  by  being  critical  of  the  United  States. 

Hon.  Mr.  Euler:  Following  along  that  line,  Mr.  Henderson,  I  think  we  are 
all  a  bit  disquieted  by  the  apparent  trend  in  the  United  States  towards  higher 
tariffs,  and  no  matter  what  President  Eisenhower  may  think  or  say,  he  may  find 
some  difficulty  in  carrying  the  American  Congress  with  him.  I  believe  that 
is  a  fact,  but  I  was  going  to  refer  to  your  summation  where  you  say:  “In  view 
of  the  present  status  of  events,  it  is  felt  that  the  Canadian  government  should 
not  obscure  the  goal  of  wider  international  trade  by  the  imposition  of  any 
additional  restrictions  on  international  trade  at  this  particular  time.” 

I  suppose  by  that  you  mean  the  natural  tendency  on  the  part  of  -Cana¬ 
dians,  in  view  of  what  the  United  States  has  already  done  by  way  of  violating 
GATT  agreements,  is  not  to  take  reprisals  at  the  present  time.  In  other  words, 
you  would  not  suggest  there  should  be  any  reprisals  on  the  part  of  Canada? 

Mr.  Henderson:  Well,  sir,  that  is  correct.  We  feel  it  would  be  pre¬ 
mature  for  Canada  at  this  stage  to  do  anything  like  that. 

Hon.  Mr.  Burchill:  I  am  interested  in  your  reference  to  Great  Britain. 
I  take  it  from  that  that  you  think  it  will  be  tougher  for  us  to  trade  with 
Great  Britain  in  the  future  than  it  has  been  in  the  past,  on  account  of  a 
scarcity  of  dollars.  Is  that  right? 

Mr.  Henderson:  Sir,  I  think  the  answer  to  that  question,  if  I  may  say  so, 
largely  depends  on  the  United  States.  They  hold  the  cards  at  the  moment 
and  until  they  start  playing  them  I  cannot  see  how  Britain  can  very  well  chart 
her  course  any  more  than  we  can. 

Hon.  Mr.  Burchill:  I  notice  you  say  that  the  United  Kingdom  produced 
a  surplus  of  170  million  in  1952,  and  that  it  is  estimated  to  meet  overseas 
commitments  in  1953  Britain  must  earn  a  surplus  of  300  million  to  350  million. 
In  other  words,  they  have  to  restrict  their  purchases  in  dollars. 

Mr.  Henderson:  Absolutely  sir,  yes. 

Hon.  Mr.  Burchill:  So  that  would  mean  those  of  us  who  are  dependent 
on  our  British  market  for  our  goods  will  find  the  going  tougher  in  the  future 
if  they  have  not  got  dollars. 
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Mr.  Henderson:  That  is  the  feeling  of  the  businessmen  on  our  committee, 
sir. 

Hon.  Mr.  Burchill:  Of  that  amount  you  have  quoted  there  are  a  lot 
of  government  commitments  in  the  way  of  payments  on  loans  and  interest 
and  that  sort  of  thing,  are  there  not?  You  say  they  have  to  meet  overseas 
commitments.  Now,  if  overseas  governments  made  terms  easier  for  Great 
Britain  and  extended  the  payments,  would  that  not  help  private  trade? 
Would  that  not  make  dollars  available  for  private  trade? 

Mr.  Henderson:  Yes,  I  think  it  would,  but  I  believe  I  am  right  in  saying 
that  after  extensive  discussions  with  our  foreign  trade  committee  here  and 
in  the  West,  our  feeling  is  that  Canada  has  gone  as  far  as  she  can  in  helping 
Britain,  whether  it  is  by  extended  terms  or  by  helping  her  to  earn  dollars 
and  so  forth  in  our  country.  In  other  words,  for  a  country  of  15  million 
people  we  have  gone  about  as  far  as  we  can  go  in  this  particular  economic 
climate. 

Hon.  Mr.  Burchill:  I  take  it  that  it  is  the  United  States  which  holds  the 
key? 

Mr.  Henderson:  Oh,  yes. 

Hon.  Mr.  Crerar:  Mr.  Chairman,  is  the  effect  not  that  the  so-called 
dollar  countries  cannot  possibly  provide  a  crutch  for  Britain  and  the  rest  of 
Europe?  That  is  what  we  have  been  doing,  and  I  think  probably  wisely,  up 
to  the  present  time.  I  agree  with  Mr.  Henderson  that  as  a  permanent  policy 
that  is  out,  and  for  obvious  reasons  it  cannot  be  carried  through. 

As  far  as  the  United  States  is  concerned,  the  members  of  Congress,  of 
course,  like  all  other  parliamentarians,  like  to  talk  and  they  will  talk  a  great 
deal  about  trade.  But  I  still  have  a  good  deal  of  confidence  that  President 
Eisenhower  will  get  an  extension  of  his  reciprocal  trade  agreement  program 
which  was  initiated  by  his  predecessors.  Probably  on  that  issue  the  majority 
of  Congress  are  with  him,  and  what  Eisenhower  is  obviously  trying  to  do  is 
build  up  his  Republican  party  again.  There  is  no  doubt  that  his  party  has 
been  pretty  badly  split  in  the  past,  and  that  he  wants  to  unify  it.  I  doubt 
very  much,  however,  if  he  will  continue  the  plan  of  unification  to  the  point 
of  going  back  on  his  trade  views,  and  before  very  long  that  issue  will  have  to 
be  determined  in  the  United  States.  I  agree  wholly  with  the  views  expressed 
in  this  brief,  and  Mr.  Chairman,  it  is  a  matter  of  some  interest  that  the  other 
brief  that  has  been  presented  to  us  played  upon  the  same  thing — that  trade 
is  a  two-way  street  and  if  we  are  going  to  impose  barriers  against  other 
countries  then  sooner  or  later  we  shall  be  unable  to  sell  to  those  countries. 
I  feel  that  truth  is  pretty  steadily  sinking  into  the  American  mind.  What 
they  are  undergoing  is  a  process  of  education  in  elementary  economics.  What¬ 
ever  happens,  the  logic  of  events  are  against  the  isolationists  economically. 
We  may  experience  disappointments  and  irritations  and  all  that  sort  of  thing, 
but  the  logic  of  events  are  against  them  and  will  ultimately  prevail.  That  is 
my  very  convinced  view. 

Hon.  Mr.  Euler:  You  are  quite  an  optimist. 

Hon.  Mr.  Crerar:  No,  I  do  not  think  so;  at  any  rate,  I  prefer  to  be  an  optim¬ 
ist  than  a  pessimist.  Personally  speaking,  I  like  the  declaration  in  this  brief.  I 
am  convinced  that  the  fewer  interventions  we  have  from  the  governments  here 
and  elsewhere — where  they  are  in  the  form  of  protective  devices  or  controls  or 
anything  else — the  better  it  will  be.  These  things  never  work  out.  The  govern¬ 
ment  is  the  last  agency  on  earth  who  should  try  and  control  the  economic 
destinies  of  a  country  by  its  wisdom.  What  it  needs  to  do  is  leave  the  people 
free  to  work  and  double  their  own  energies  and  their  own  trading.  As  a  free 
enterpriser,  Mr.  Henderson,  I  sympathize  wholly  with  your  views  in  that  respect. 
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Hon.  Mr.  Euler:  You  did  not  say  a  free  trader,  you  just  said  a  free 
enterpriser. 

Hon.  Mr.  Crerar:  I  was  going  to  ask  Mr.  Henderson  a  question  that  I  asked 
the  other  day. 

The  Chairman:  I  think,  Senator  Crerar,  that  idea  of  sinking  in  the  minds 
of  the  businessmen,  other  than  governments  and  organizations  like  we  have 
before  us  this  morning,  is  certainly  doing  a  great  educational  work  among 
business  men  that  trade  must  be  a  two-way  street  if  they  are  going  to  continue 
their  international  business. 

Mr.  Henderson,  I  read  not  long  ago  that  there  is  really  more  business 
done  in  sterling  today — more  trading  throughout  the  world,  than  in  the  dollar. 
That  surprised  me,  that  there  was  more  business  being  done  in  the  world  through 
the  sterling  than  the  dollar. 

Mr.  Henderson:  I  would  like  to  ask  Mr.  Blair  to  deal  with  that.  He  travels 
widely  in  both  areas. 

Mr.  Blair:  As  a  general  statement  I  would  say  that  is  true,  that  the  sterling 
area  total  is  a  much  broader  area  than  the  dollar  area.  The  major  problem  is 
to  find  out  how  sterling  can  be  converted  to  dollars  along  with  the  chains  of 
other  currencies. 

Hon.  Mr.  Turgeon:  The  convertibility  of  sterling  to  dollars  would  settle 
the  problem  fairly  well? 

Mr.  Blair:  I  would  not  say  it  would  settle  the  problem,  but  certainly  it 
would  be  a  major  step  in  the  right  direction. 

Hon.  Mr.  Horner:  Have  you  any  suggestion  as  to  how  convertibility  may 
be  brought  about? 

Mr.  Blair:  I  think  if  I  had  the  capacity  to  solve  that  one,  I  would  probably 
run  for  Prime  Minister.  There  is  a  great  wealth  of  ideas  on  the  subject,  and  I 
think  as  we  suggested  in  the  brief  here,  through  continued  co-operation  among 
nations  it  is  the  only  channel  through  which  we  might  eventually  find  the 
solution. 

Hon.  Mr.  Horner:  Well,  it  would  seem  that  all  the  various  moves,  such 
as  the  Breton  Woods  agreement  and  so  on,  that  we  have  made,  instead  of 
helping  have  added  greater  confusion  to  the  whole  issue. 

Mr.  Blair:  Well,  there  are  undoubtedly  evidences  of  wrong  guesses  along 
the  way,  but  I  think  that  the  general  principle  of  co-operative  international 
institutions  leads  in  the  right  direction.  Now,  whether  or  not  we  can  continue 
to  use  the  organizations  that  have  already  been  developed  and  through  a  re- con¬ 
stitution  of  those  find  a  means  of  achieving  the  end  which  they  set  down  orig¬ 
inally,  remains  to  be  seen;  or  whether  or  not  we  need  an  entirely,  new  approach 
is  somewhat  beyond  me  to  say.  But  I  feel,  more  as  a  personal  opinion  than 
anything,  that  within  a  re- constitution  of  the  international  monetary  fund  to 
provide  a  means  of  obtaining  that  kind  of  world  upon  which  the  principles  of  the 
fund  depend  we  may  in  that  channel  attain  in  the  original  goals  of  the  fund, 
re- convertibility  for  multilateral  trade. 

Hon.  Mr.  Euler:  Would  you  say,  getting  down  to  brass  tacks,  that  the 
vital  factor  in  the  whole  situation  is  if  the  United  States  would  be  more  willing 
to  open  its  doors  to  foreign  goods? 

Mr.  Blair:  Well,  there  is  a  lot  of  discussion  on  that  point,  and  of  course 
there  is  a  great  division  of  opinion  not  only  between  the  rest  of  the  world  and 
the  United  States,  but  even  within  the  United  States.  To  what  degree  real 
improvement  would  be  attained  by  complete  abolition,  shall  we  say,  of  tariff 
restrictions  in  the  United  States  is  a  very  difficult  thing  to  measure. 


CANADIAN  TRADE  RELATIONS 


141 


Hon.  Mr.  Euler:  I  was  not  suggesting  that  altogether,  but  very  very 
definite  lowering  of  their  tariffs  and  removal  of  restrictions. 

Mr.  Blair:  It  is  a  very  difficult  thing  to  say  to  what  extent  that  would 
really  improve  the  volume  of  trade. 

Hon.  Mr.  Euler:  You  do  admit  that  would  improve  the  situation? 

Mr.  Blair:  To  what  extent,  is  the  question. 

Hon.  Mr.  Horner:  Some  comment  was  made,  I  think  by  Bevin,  and  some 
others,  to  the  effect  that  better  use  might  be  made  of  the  gold  buried  at  Fort 
Knox,  for  instance. 

Mr.  Blair:  That  gets  us  into  another  very  large  problem. 

Hon.  Mr.  Crerar:  I  do  not  know  that  I  agree  with  the  opinion  expressed 
by  the  witness  a  minute  ago,  that  is,  that  a  way  to  improve  or  settle  this 
problem  might  be  found — if  I  understood  correctly — in  enlarging  the  resources 
of  the  international  monetary  fund.  If  I  am  correct  in  that,  I  am  bound  to  say 
that  I  cannot  see  in  the  end  where  that  will  work  out,  because  what  would 
happen  is  that,  say,  the  resources  of  the  international  monetary  fund  were 
increased  ten  times,  those  resources  would  have  to  come  largely  from  North 
America.  Then  the  international  monetary  fund  operates  and  debts  are  created, 
and  then  what  really  happens  is  that  the  international  monetary  fund  bails 
them  out  for  the  time  being.  It  boils  down  to  this,  in  my  mind,  that  there  is 
not  much  difference  between  that  process  and,  say,  the  dollar  countries  con¬ 
tinuing  to  loan  to  the  so-called  sterling  countries. 

Hon.  Mr.  Euler:  The  same  thing. 

Hon.  Mr.  Crerar:  The  remedy  can  only  be  found  by  a  willingness  on  the 
part  of  the  dollar  countries  who  accept  goods  from  the  sterling  countries, 
because  that  is  the  problem,  between  sterling  and  dollars.  That  could  come 
about  by  relaxation  of  customs  regulations,  easing  the  processes  of  trade  and 
reduction  of  tariffs,  and  so  forth.  But  that  would  not  solve  the  question,  it 
seems  to  me,  unless  something  else  were  done  in  the  sterling  countries.  Taking 
Britain  as  an  instance,  I  doubt  very  much  if  Britain  can  maintain  the  welfare 
state  plans  on  the  existing  scale,  which  involves  substantial  wages,  especially 
shorter  hours  of  work,  and  all  that  sort  of  thing,  and  bring  herself  back.  And 
we  in  Canada  are  trying  to  do  that,  the  United  States  is  trying  to  do  that.  We 
have  the  advantage  over  Britain  that  we  have  immense  resources  to  work  with, 
and  Britain  has  not.  So  that  there  is  no  easy  solution  to  this  problem  of  sterling 
dollar  exchange.  At  bottom  it  is  a  political  problem,  how  far  can  governments 
carry  their  peoples  today  and  adopt  sensible  policies.  That  fundamentally,  as 
I  see  it,  is  at  the  bottom  of  the  issue. 

Mr.  Henderson:  That  is  why  we,  sir,  in  this  committee,  feel  that  the 
balance  of  payments  problem,  relating  as  it  does  to  the  internal  economies  of 
these  countries  is  at  the  crux  of  the  matter.  They  have  to  clean  up  their  internal 
economies  before  they  can  balance  trade. 

Hon.  Mr.  Horner:  Is  it  not  a  question  of  the  very  great  variety  of  the 
cost  of  production,  hours  of  labour  and  wages?  Are  they  not  a  bar  to  trade? 
For  instance,  it  is  impossible  for  Canada  to  accept  goods,  where  men  are 
willing  to  work  12  hours  a  day  for  half  of  what  our  men  would.  That  is  the 
stumbling  block,  is  it  not? 

Mr.  Henderson:  I  think  it  is.  I  suppose  you  have  in  mind  Japan? 

Hon.  Mr.  Horner:  Yes,  and  Germany. 

Mr.  Henderson:  I  would  like  to  ask  Mr.  Reid  to  speak  on  this,  but  just 
from  my  general  reading  and  study  of  the  problem  I  would  submit  that  the 
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costs  in  some  of  these  countries,  and  particularly  Britain,  have  gone  up  pheno- 
menonally  as  a  result  of  their  internal  inflation,  but  when  you  reach  to  Japan 
and  Germany,  of  course,  you  undoubtedly  are  still  facing  a  standard  of  living 
the  cost  of  which  is  so  far  below  ours  as  to  give  us  quite  a  problem. 

Hon.  Mr.  Horner:  And  two  countries  with  which  it  seems  almost  a  must 
for  us  to  trade  with  under  the  present  circumstances. 

Mr.  Henderson:  Absolutely,  if  we  adhere  to  our  policy  here. 

Hon.  Mr.  Horner:  And  our  safeguard. 

Mr.  Reid:  Honourable  chairman,  I  think  that  what  Mr,  Henderson  said 
is  quite  correct.  There  is  this  additional  factor  that  if  you  have  a  nation — 
where  you  perhaps  have  low  wages  in  relationship  to  what  we  are  accustomed 
in  Canada,  it  does  not  necessarily  mean  that  that  nation  is  going  to  be  more 
competitive  across  a  wide  range  of  products,  for  this  reason,  that  they  may 
not  to  begin  with  have  access  to  raw  materials  to  the  same  extent  which  other 
nations  with  which  they  are  competing  have.  Secondly,  they  may  not  have  the 
machinery  and  equipment  and  technical  know-how  which  enables  the  other 
nations  who  pay  higher  wages  still  to  produce  much  more  efficiently  the  same 
product. 

Hon.  Mr.  Euler:  Do  you  think  that  would  apply  to  west  Germany? 

Hon.  Mr.  Horner:  Not  at  all. 

Mr.  Reid:  It  would  not  apply  to  the  know-how,  no  sir.  I  think  western 
Germany  has  shown  an  amazing  renaissance  from  the  war  industry,  there  is 
no  doubt  about  that;  but  I  was  merely  speaking  of  basic  principles. 

Hon.  Mr.  Duffus:  There  has  been  a  lot  of  discussion  on  the  part  of  this 
committee,  Mr.  Chairman,  and  I  have  been  listening  more  than  talking,  but 
it  occurs  to  me  in  a  general  way  that  the  broad  attitude  of  co-operation  and 
diplomacy  on  the  part  of  these  countries  would  bring  about  more  results  and 
better  results  than  anything  else. 

The  Chairman:  I  do  not  think  there  is  any  question  about  that. 

Hon.  Mr.  Euler:  No — that  is  the  trouble. 

Hon.  Mr.  Duffus:  I  think  we  are  going  to  have  a  great  many  conferences 
between  nations  in  solving  this  problem  and  more  particularly  within  the  next 
eight  or  twelve  months. 

The  Chairman:  Sometimes  a  situation  has  to  get  worse  before  it  gets 
better  to  wake  the  people  and  the  governments  up.  I  think  you  are  right,  sir. 

Hon.  Mr.  Burchill:  We  started  off — and,  Mr.  Chairman,  you  will  correct 
me  if  I  am  wrong — by  having  gentlemen  like  Mr.  Henderson,  his  associates, 
and  the  others  who  have  appeared  for  us,  to  suggest  or  recommend  a  way  in 
which  we  could  take  in  some  sterling.  Is  that  not  right,  Mr.  Chairman? 

The  Chairman:  That  is  right. 

Hon.  Mr.  Burchill:  In  other  words,  how  we  in  Canada  could  increase  our 
trade,  say,  with  the  sterling  area.  That  was  what  we  started  off  with. 

The  Chairman:  That  is  right,  Senator  Burchill. 

Hon.  Mr.  Burchill:  To  see  if  we  could  not  discover  some  route  or  channel 
by  which  Canada  could  do  a  little  more  trade  with  the  sterling  areas.  Now, 
we  are  not  making  very  much  headway,  are  we?  Have  we  had  a  suggestion 
so  far  from  any  of  the  very,  very  distinguished  delegations  that  have  appeared 
before  us  as  to  how  that  can  be  done? 

The  Chairman:  In  the  brief  you  made  a  suggestion,  did  you  not,  about 
50  businessmen  studying  the  problem — or,  what  was  that  suggestion? 

Mr.  Henderson:  Mr.  Chairman,  as  Senator  Burchill  so  aptly  puts  it,  the 
whole  problem  as  we  see  it  is  so  complicated,  there  are  so  many  angles  to  it, 
it  is  the  most  tremendous  problem  that  we  have  been  faced  with  certainly 
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in  our  time,  because  back  of  it  is  the  peace  of  the  world,  and  all  the  rest  of  it. 
We  feel  that  the  blueprint  is  only  going  to  be  developed  through  the  medium 
of  careful  discussion  and  weighing  up  by  the  best  minds  we  have  in  the  country, 
through  the  medium  of  across-the-table  discussions,  and  probably  eight  hours 
a  day  to  do  it,  in  an  endeavour  to  produce  a  white  paper  or  an  intelligent 
blueprint.  Now,  speaking  as  a  businessman  who  also  spent  war  years  in  the 
government,  and  as  one  who  knows  the  calibre  of  our  people  in  the  public 
service,  we  in  business  have  the  highest  possible  regard  for  the  deputies  and 
our  people  in  the  public  service. 

We  in  business  have  got  the  highest  possible  regard  for  the  deputies  and 
other  people  in  the  public  service.  We  submit  that  it  would  be  valuable  if 
some  means  could  be  found  for  the  formation  of  a  small  working  committee 
on  an  official  basis.  Perhaps  some  of  the  people  who  served  in  the  war  could 
come  and  give  their  full  time  to  sitting  down  and  studying  something  of  the 
international  problems  and  the  international  background  and  the  diplomatic 
relationships.  Such  a  committee  could  be  guided  accordingly  and  they  could 
hammer  out  a  plan  that  would  have  a  practical  application.  They  could  be 
charged  with  the  responsibility  of  bringing  down,  as  they  say  in  Britain,  a 
white  paper.  In  itself  that  might  well  represent  a. real  contribution  to  the 
solution  of  the  problem.  We  cannot  profess  to  speak  for  the  whole  world  but  I 
do  not  think  Canada  needs  to  take  second  place  at  all  in  the  terms  of  its  leader¬ 
ship  in  thinking  out  economic  and  other  problems.  Canada  is  in  a  highly  for¬ 
tunate  position  in  that  regard.  Another  point  is  this.  When  the  United  Kingdom 
went  on  its  big  dollar  drive  the  Canadian  government  formed  a  dollar  advisory 
board  to  help  the  United  Kingdom  find  ways  to  earn  dollars.  That  was  a 
laudable  undertaking,  and  I  am  sure  it  helped  Britain  immeasurably.  That 
board  has  presumably  completed  its  work  and  has  been  dissolved.  If  this 
government  saw  fit  to  help  the  United  Kingdom  earn  dollars  here,  by  the  same 
token  is  it  not  reasonable  to  suggest  that  it  might  form  at  least  a  little  group 
of  its  own  to  deal  with  what  is  a  far  bigger  problem  for  our  country?  That  is 
the  thinking  behind  that  suggestion. 

Hon.  Mr.  Euler:  It  would  be  a  very  fine  thing  if  such  a  committee  could 
arrive  at  what  they  think  is  a  good  suggestion  for  the  solution  of  the  problem, 
but  it  would  still  be  a  political  problem  to  convince  the  governments  of  the 
merits  of  the  suggestions  the  committee  might  make. 

Mr.  Henderson:  Oh,  absolutely,  sir.  After  the  paper  is  brought  down  it 
would  then  be  taken  on  by  the  government  on  that  basis. 

Hon.  Mr.  Euler:  It  would  be  pretty  difficult  so  far  as  the  United  States  is 
concerned. 

Hon.  Mr.  MacLennan:  Mr.  Chairman,  did  you  say  that  there  is  another 
delegation  here? 

The  Chairman:  Yes. 

Hon.  Mr.  Duffus:  I  should  like  to  ask  Mr.  Henderson  a  question.  Are 
the  numbers  of  Boards  of  Trade  and  Chambers  of  Commerce  rapidly  increasing 
in  Canada? 

Mr.  Henderson:  I  should  like  to  call  upon  Mr.  Sheridan,  our  Secretary,  to 
answer  that  inquiry.  He  is  much  more  familiar  with  these  figures  than  I  am. 

Hon.  Mr.  Duffus:  And  where  is  the  Secretary  from? 

Mr.  Henderson:  Montreal. 

Mr.  Sheridan:  Honourable  Mr.  Chairman  and  honourable  senators,  in 
answer  to  that  question  I  should  like  to  say  that  the  great  movement  of  the 
Canadian  Chambers  of  Commerce  in  Canada  started  in  1944.  At  that  time 
there  were  in  Canada  150  Boards  of  Trade  and  Chambers  of  Commerce  affiliated 
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with  the  national  organization,  which  is  the  Canadian  Chamber  of  Commerce. 
Since  1944  that  number  has  increased  to  close  to  700.  It  is  a  variable  figure 
because,  in  some  of  the  smallest  communities,  a  Board  of  Trade  or  Chamber  of 
Commerce  will  close  and  a  new  one  will  start  up.  I  cannot  therefore  give  you 
an  exact  figure,  but  we  feel  that  in  having  about  700  we  have  pretty  well 
attained  the  maximum  number.  Actually  in  Canada  today  over  8  per  cent  of 
communities  having  a  population  of  5,000  or  more  have  a  Board  of  Trade  or  a 
Chamber  of  Commerce  affiliated  with  the  national  organization.  So  we  feel 
we  have  reached  pretty  well  a  plateau  at  close  to  700.  Does  that  answer  your 
question? 

Hon.  Mr.  Duffus:  Yes.  I  have  been  a  member  of  the  Chamber  of  Com¬ 
merce  of  Peterborough  and  have  taken  an  active  part  in  it  since  approximately 
1918.  Until  recently  I  attended  most  of  its  meetings.  I  became  the  President 
of  the  Ontario  Boards  of  Trade  and  Chambers  of  Commerce  and  it  is  my  opinion 
that  the  people  who  are  in  those  bodies  now  are  of  very  great  value  to  the 
Dominion  of  Canada.  Every  village  of  two  or  three  thousand  people  around 
the  city  of  Peterborough  has  a  Chamber  of  Commerce. 

Mr.  Henderson:  That  is  quite  right,  sir. 

Hon.  Mr.  Duffus:  They  are  doing  a  great  work  and  will  continue  to  do  so. 

Mr.  Henderson:  Thank  you. 

The  Chairman:  If  this  was  an  emergency  period  we  could  probably 
furnish  Great  Britain  with  a  half  billion  or  a  billion  dollars  by  redeeming 
our  securities;  on  the  other  hand,  we  pay  about  a  billion  dollars  a  week 
serving  these  securities  and  Great  Britain  gets  the  benefit  of  that.  Probably 
it  would  be  better  to  do  that — if  it,  is  going  to  last  for  several  years — than 
to  pay  a  billion  dollars  to  redeem  our  securities  in  London.  I  think  South 
Africa  did  that  in  connection  with  their  gold  mining  stocks  and  diamond 
mining  stocks.  A  lot  of  those  securities  were  redeemed  to  help  England 
out  in  her  dollar  situation.  They  took  them  back  to  Africa  and  placed  them 
in  a  Crown  company,  and  then  sold  them  to  the  public  on  the  understanding 
that  they  would  hold  them.  If  this  was  an  emergency  then  unquestionably 
we  could  furnish  England  with,  say,  half  a  billion  or  a  billion  dollars  on 
Canadian  securities  which  are  held  on  the  stock  exchanges.  Another  sugges¬ 
tion  has  come  to  me,  and  it  has  to  do  with  the  unrequitted  exports  of  England 
for  which  they  really  do  not  get  back  imports.  For  instance,  a  merchant  may 
send  out  a  million  dollars  worth  of  goods  to  India  and  be  paid  in  England 
in  pounds.  This  puts  a  lot  of  pounds  in  England,  but  20  per  cent  of  that 
amount  is  deducted  and  goes  towards  England’s  war  debt,  so  that  the  country, 
as  a  whole,  gets  back  only  about  $800,000.  I  have  read  considerable  about 
these  unrequitted  exports  to  Egypt,  and  so  forth.  It  has  been  suggested  that 
some  aid  might  be  given  England  in  the  way  of  extending  this  payment  over 
fifty  years  or  more  so  that  they  would  get  a  bigger  percentage  back,  and 
so  they  would  have  some  of  those  exports  to  ship  to  dollar  countries.  If 
they  could  separate  the  current  pounds  from  these  block  pounds,  which 
are  redeemed  all  the  time  through  their  exports,  it  might  strengthen  their 
position.  I  think  your  argument  is  that  the  pound  should  be  given  back  to 
private  enterprise  as  soon  as  possible,  so  that  its  position  will  be  strengthened. 
We  do  not  know  as  traders  whether  tomorrow  morning  we  might  read  in  the 
paper  that  the  pound  has  been  devalued  again,  and  private  enterprisers 
might  not  take  a  chance  on  such  a  situation.  They  just  do  not  know  whether 
they  might  have  control  of  it  today  and  that  tomorrow  they  might  lose  $50,000 
or  $100,000  through  somebody  sitting  at  the  head  of  a  table  and  changing 
the  rules  of  the  game.  Could  you  elucidate  on  that,  Mr.  Henderson? 

Mr.  Henderson:  Mr.  Chairman,  I  do  not  think  Canadian  business  is 
interested  in  investing  money  in  the  sterling  areas  today;  there  is  no  attraction 
to  capital  under  the  present  rigidity  of  regulations.  However,  they  do  service 
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the  dividends  and  interest  in  many  cases,  and  in  certain  areas  capital  can  be 
taken  out.  They  have  various  procedures  to  attract  capital,  but  Wall  Street 
generally  and  the  thinking  in  the  United  States — which  still  has  quite  an 
influence  on  the  planning  of  Canadian  businessmen —  is  very  cagey  about 
putting  money  into  an  area  that  has  as  many  restrictions  as  the  sterling  area. 

Hon.  Mr.  Euler:  Especially  when  you  do  not  know  when  if  ever  you 
will  get  it  back. 

Mr.  Henderson:  I  am  not  a  banker,  but  there  are  a  host  of  different 
kinds  of  sterling  being  dealt  in,  in  various  manners,  shapes  and  forms,  with 
certain  countries;  and  it  is  very  difficult  to  chart  your  course  under  the 
various  regulations. 

I  think,  Mr.  Chairman,  you  are  quite  right,  that  this  is  not  an  emergency 
situation.  If  it  were,  Canada  would  not  be  found  lacking;  we  could  devise 
some  technique  to  take  care  of  it,  as  we  have  done  in  the  past.  However,  we 
are  now  tackling  something  that  is  very  deep-rooted;  and  we  are  hopeful  that 
as  a  result  of  your  deliberations  here  that  you  may  be  able  to  get  to  the  crux 
of  the  problem. 

The  Chairman:  We  need  a  long-range  plan. 

Hon.  Mr.  Duffus:  What  is  the  main  snag  in  the  sterling  area  problem? 

Mr.  Henderson:  I  would  define  it  by  saying  that  they  do  not  have  dollars 
and  they  can’t  buy;  that  means  that  they  have  to  develop  a  trading  area  within 
the  sterling  block,  which  sows  seeds  of  discord  and  misunderstanding  as  the 
years  go  on.  Perhaps  my  associates  could  better  define  that  situation. 

The  Chairman:  Do  you  not  think  that  every  trading  area  needs  not  only 
investments  but  raw  materials — even  the  Iron  Curtain  countries  and  the  United 
States  await  development?  The  wealth  of  the  British  Empire  is  in  the  land 
and  sea,  but  she  has  a  very  poor  working  capital.  If  her  productive  energy 
could  be  financed  by  the  removal  of  restrictions  so  that  capital  would  flow  in, 
she  could  soon  produce  more. 

Mr.  Henderson:  That  is  true;  but  they  have  got  to  create  a  climate  that 
will  attract  capital.  I  do  not  think  the  Canadian  capital  is  any  more  anxious 
than  American  capital  to  go  into  a  climate  that  is  as  badly  tied  up  in  its  domestic 
affairs  as  is  the  sterling  area. 

Hon.  Mr.  Euler:  People  are  not  going  to  invest  their  money  in  the  sterling 
area  countries  unless  they  have  some  certainty  or  hope  of  getting  it  back — that 
might  prove  very  difficult — especially  when  the  Canadian  capitalist  can  find 
more  remunerative  returns  by  investing  his  capital  in  Canada.  It  is  most 
difficult  to  induce  capital  from  either  the  United  States  or  Canada  to  go  into 
European  or  other  sterling  area  countries.  Is  that  not  so? 

Mr.  Henderson:  Yes. 

The  Chairman:  I  was  quite  surprised  when  in  Jamaica  recently  to  find 
out  that  a  big  hotel  there,  built  at  a  cost  of  several  million  dollars,  had  quite 
a  few  Canadians  listed  among  its  shareholders.  I  made  inquiries  from  the 
leader  of  the  House  of  Representatives  there,  and  he  said  that  Jamaica  was 
absolutely  free  in  that  respect,  that  Canadians  could  put  their  capital  in  there 
and  draw  it  out  or  take  their  dividends  whenever  they  wanted  to. 

Hon.  Mr.  Euler:  I  happen  to  know  that  they  cannot  do  so.  I  am  a  director 
of  an  insurance  company  which  has  a  branch  in  Jamaica,  and  it  has  to  invest 
its  money  in  the  West  Indies;  it  cannot  take  it  out  of  that  country. 

The  Chairman:  I  understand  that  this  arrangement  in  Jamaica  is  quite 

new. 

Mr.  Henderson:  Mr.  Chairman,  perhaps  I  could  amplify  that  a  little  bit. 
I  know  something  about  Jamaica  and  I  know  that  they  have  extended  various 
concessions  to  new  industries,  particularly  the  hotel  business,  with  a  view  to 
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bringing  in  Canadian  capital.  They  have  also  made  certain  concessions  with 
respect  to  income  tax.  As  far  as  the  actual  money  is  concerned,  Jamaica  ranks 
along  with  the  United  Kingdom  and  I  think  a  number  of  other  sections  of  the 
British  Empire  by  which,  under  a  ruling  of  the  Bank  of  England  in  January, 
1950,  dollars  can  be  invested  in  the  sterling  area  under  repatriation  privileges; 
that  is  to  say,  they  will  always  service  your  capital  with  dollars,  and  the  capital 
itself  can  be  withdrawn,  provided  it  was  invested  after  January  1,  1950.  The 
Bank  of  England  has  said  that  it  will  put  up  the  dollars  to  let  you  take  your 
money  out.  If  however  the  capital  was  placed  there  prior  to  January  1,  1950, 
it  is  frozen;  that  may  apply  to  the  point  raised  by  Senator  Euler.  I  think  at 
the  recent  Commonwealth  Economic  Conference  Mr.  Butler  went  a  step  further, 
and  said  that  if  you  made  a  capital  profit  with  that  investment  since  January  1, 
1950,  you  could  take  that  out  too  in  dollars. 

Hon.  Mr.  Euler:  That  is  news  to  me. 

Mr.  Henderson:  However,  you  can  only  take  that  capital  out  in  dollars 
provided  you  have  the  money  there  and  do  not  have  to  borrow  it  from  the 
British  bank  and  so  forth.  It  is  hedged  with  a  lot  of  restrictions,  but  they  have 
done  that  much. 

The  Chairman:  Are  there  any  further  questions  to  be  asked  of  Mr.  Hender¬ 
son  and  his  associates? 

Hon.  Mr.  Euler:  I  would  like  to  move  a  vote  of  thanks  to  these  gentlemen 
for  the  valuable  information  they  have  given  us. 

Hon.  Mr.  Burchill:  I  will  second  it. 

The  Chairman:  You  gentlemen  have  given  a  most  interesting  brief,  and 
have  been  most  patient  in  answering  our  questions. 

Mr.  Henderson:  Thank  you  very  much,  sir. 

The  Chairman:  We  now  have  before  us  a  delegation  from  the  Trades  and 
Labour  Congress  of  Canada.  I  will  first  call  on  Mr.  Percy  Bengough,  President 
of  the  Congress,  to  introduce  Mr.  Wismer  who  will  present  the  brief. 

Mr.  Percy  Bengough:  Honourable  chairman  and  members  of  the  com¬ 
mittee,  the  Trades  and  Labour  Congress  of  Canada,  with  its  300  odd  local 
unions  and  branches,  has  a  membership  in  every  province  in  Canada,  and 
represents  almost  every  type  of  business.  I  would  not  say  that  the  unions 
are  unanimous  on  this  very  difficult  question  which  you  are  considering.  Their 
views  vary  to  some  degree  according  to  the  line  of  business  they  happen  to  be 
engaged  in. 

We  subscribe  to  the  fact  that  international  trade  of  necessity  is  a  two- 
way  street,  and  there  is  no  difference  of  opinion  as  to  what  should  flow  out. 
The  difference  of  opinion  would  come  in,  of  course,  as  to  what  is  in  the  truck 
coming  back.  What  I  mean  by  that  is  that  the  membership,  many  thousands 
of  whom  are  in  the  newsprint  industry,  are  not  so  much  concerned,  that  is 
not  so  vitally  affected  as  to  the  goods  which  would  be  coming  back  that 
would  adversely  affect  those  in  other  lines  of  employment.  Our  concern 
really  is,  I  think,  to  keep  Canadian  labour  gainfully  employed.  As  I  stated 
before,  among  the  525,000  members  that  we  have  there  is  a  wide  variation — 
I  do  not  think  you  could  have  it  wider — of  Canadians  who  are  affected  in 
divers  ways. 

I  want  to  introduce  to  you  Mr.  Leslie  Wismer,  who  is  the  Director  of 
Public  Relations  and  Research  of  the  Trades  and  Labour  Congress  of  Canada. 

Mr.  L.  E.  Wismer:  Mr.  Chairman  and  honourable  members,  the  Trades 
and  Labour  Congress  of  Canada  is  pleased  to  have  this  opportunity  to  place 
its  views  before  your  Committee  on  how  and  what  practical  steps  could  be 
taken  to  further  implement  Article  2  of  the  North  Atlantic  Treaty.  In  this 
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Article  the  contracting  nations  agreed  that:  “They  will  seek  to  eliminate 
conflict  in  their  international  economic  policies  and  will  encourage  economic 
collaboration  between  any  or  all  of  them”.  To  say  the  least  this  statement 
envisages  something  new  in  international  trade  relations  not  only  in  seeking 
“to  eliminate  conflict  in  their  international  economic  policies”  but  also,  and 
this  more  particularly,  in  that  they  “will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

This  Congress  has  traditionally  urged  and  supported  extension  of  inter¬ 
national  trade  and  increased  Canadian  participation ’in  such  trade.  We  have 
had  in  the  past,  and  still  have,  however,  certain  reservations. 

Before  we  attempt  to  place  before  you  our  views  on  how  Canada  could 
best  proceed  to  carry  out  her  obligation  under  the  NATO  Agreement  insofar 
as  Article  2  of  the  treaty  is  concerned,  therefore,  we  wish  to  draw  your  at¬ 
tention  to  these  reservations  which  we  hold  in  regard  to  wholesale  extension 
of  international  trade  and  increased  Canadian  participation  in  such  extended 
trade. 

Canada  is  a  great  and  growing  producer  of  products  which  most  countries 
require  in  substantial  volume:  lumber  and  the  products  of  the  forest  includ¬ 
ing  pulp  and  paper  and  modern  textile  fibres;  fish  products;  wheat  and. 
agricultural  products;  uranium,  nickel,  iron  and  a  whole  host  of  minerals 
absolutely  essential  to  modern  industrial  economies;  oil  processed  and  manu¬ 
factured  products  of  ever  increasing  variety. 

Canada  is  an  exporter  of  many  products  which  fall  within  the  broad 
categories  mentioned  above.  Our  country  now  ranks  fourth — I  hear  now, 
third,  Mr.  Chairman — among  the  trading  nations  of  the  world.  We  would 
like  to  see  our  exports  further  increased. 

Canada  is  also  an  importer.  Our  imports  in  dollar  value  about  equal  our 
annual  exports.  These  imports  fall  into  three  main  groups:  raw  materials 
used  in  our  industrial  processes — ores  used  in  the  production  of  aluminum, 
steel  and  other  essential  materials;  food  and  other  products  which  cannot  be 
produced  in  Canada;  and  products  not  now  produced  in  Canada  but  which 
probably  could  be.  It  is  this  third  group  of  imports  that  causes  many  of  our 
affiliated  members  considerable  concern. 

We  can  subscribe  in  part  to  the  fundamental  trading  concept  that  the 
more  trade  throughout  the  world  and  between  the  countries  of  the  earth,  the 
greater  chance  there  is  for  increased  Canadian  participation  in  it  and  the  more 
business  done  by  Canadians  both  at  home  and  abroad.  But  we  hesitate  to 
go  all  the  way  with  that  theory. 

It  is  the  third  group  of  imports  that  causes  the  trouble. 

If  we  are  to  export  more  and  gear  our  productive  capacities  to  such  a 
policy  and  campaign,  then  two  unsatisfactory  trends  are  bound  to  develop: 
imports,  especially  in  the  third  group,  will  increase;  and  employment  of  our 
best  skills  will  become  concentrated  in  our  export  industries,  leaving  the 
home  market,  which  is  capable  of  substantial  expansion,  underdeveloped. 
Thus  employment  would  become  less  stable  and  the  outlook  for  those  with  the 
greatest  skills  more  and  more  uncertain.  And  the  broad  development  of 
secondary  industries  capable  of  producing  many  of  the  products  now  imported 
and  of  providing  employment  on  a  stable  basis  would  not  occur. 

We  are  well  aware,  of  course,  that  a  much  larger  population  is  necessary 
to  assure  us  of  a  broad  and  healthy  home  market  for  our  own  production.  We 
have  made  our  views  known  to  the  Government  of  Canada  on  immigration  on 
many  occasions.  On  each  occasion  we  have  stressed  that  we  favoured  a 
growing  Canadian  population  to  meet  the  needs  of  expanding  production 
activities  and  to  broaden  our  home  market.  But  we  have  equally  stressed 
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the  fact  that  such  immigration  must  be  planned  to  assure  an  orderly  develop¬ 
ment  of  our  expanding  economy  and  to  avoid  the  arrival  in  Canada  of  new¬ 
comers  at  times  when  unemployment  was  high  and  employment  opportunities 
were  few  or  non-existent. 

Thus,  in  our  opinion,  any  steps  that  may  be  taken  or  contemplated  to 
encourage  extension  of  international  trade  and  Canadian  participation  in  such 
increased  trade  must  take  these  internal  problems  and  possible  pitfalls  into 
very  careful  consideration. 

Having  these  considerations  in  mind,  we  believe  that  there  are  practical 
steps  that  could  be  taken  by  the  North  Atlantic  Treaty  Organization  to  encourage 
freer  international  trade  and  an  extension  of  trade.  Of  course,  certain  steps 
have  been  taken  with  these  ends  in  view  and  certain  institutions,  organizations 
or  agreements  now  exist  for  these  or  related  purposes  including:  the  Organiza¬ 
tion  for  European  Economic  Co-operation,  the  European  Payments  Union,  the 
Colombo  Plan,  the  Technical  Assistance  Program,  the  International  Monetary 
Fund  and  the  General  Agreement  on  Tariffs  and  Trade. 

The  Organization  for  European  Economic  Co-operation,  perhaps,  holds  the 
most  immediate  promise  of  an  agency  through  which  the  objectives  of  Article  2 
of  the  Treaty  could  be  attained  in  a  practical  way.  All  of  the  signatories  to 
the  Treaty  are  engaged  in  the  work  of  O.E.E.C.  since  Canada  and  the  United 
States,  although  not  members  of  O.E.E.C.,  participate  in  its  work.  O.E.E.C., 
on  the  other  hand,  includes  six  other  European  countries — Austria,  Germany, 
Ireland,  Sweden,  Switzerland,  and  Trieste — to  make  its  coverage  of  Europe’s 
economy  much  more  complete  than  NATO’s. 

“Europe  must  be  made  independent  of  American  economic  aid  by  means 
of  sustained  expansion  which  will  restore  its  competitive  capacity,  increase  its 
dollar  earnings  and  allow  it  to  move  towards  a  stable  equilibrium  in  a  world¬ 
wide  system  of  liberalised  trade  and  payments.”  This,  says  the  OEEC’s  annual 
report  issued  in  Paris  in  December,  1952,  summarizes  “the  essentials  of  the 
solution  to  be  sought”  if  Europe  is  to  become  solvent  and  economically  strong. 

Canada’s  interest  in  the  economic  strength  and  stability  of  Europe  is  far 
from  theoretical.  Quite  apart  from  considerations  of  unified  western  defences, 
the  countries  forming  NATO  are  our  best  customers.  According  to  figures 
published  by  the  Dominion  Bureau  of  Statistics,  for  the  calendar  year,  1952,  our 
total  exports  rose  to  $4,301,080,679.  Out  of  this  total,  our  exports  to  NATO 
countries,  including  the  United  States  and  the  United  Kingdom,  amounted  to 
$3,362,541,284  or  78-2  per  cent.  Our  imports,  too,  are  purchased  largely  from 
the  NATO  countries.  DBS  figures  for  imports  during  the  calendar  eleven  months 
ending  November,  1952,  show  a  total  of  $3,685,356,554  of  which  $3,129,974,897, 
or  85  per  cent  were  from  NATO  countries. 

Without  overlooking  or  minimizing  the  importance  and  potentialities  of 
other  markets  such  as  Central  and  South  America,  India  and  Southeast  Asia,  and 
other  parts  of  the  Commonwealth,  it  is  fair  to  assume  that  our  currently  large 
customers  present  and  most  fertile  ground  for  further  expansion  of  our  trade. 

Hon.  Mr.  Euler:  May  I  ask  a  question  there.  You  say  that  78  per  cent 
of  our  exports  go  to  NATO  countries? 

Mr.  Wismer:  Yes. 

Hon.  Mr.  Euler:  What  percentage  goes  to  the  United  States? 

Mr.  Wismer:  Well,  of  course  a  very  large  part. 

Hon.  Mr.  Euler:  I  was  wondering  how  much  goes  to  the  European  coun¬ 
tries  that  are  in  the  sterling  area. 

Mr.  Wismer:  It  is  a ‘small  amount  in  comparison  to  what  goes  to  Britain 
and  the  United  States. 

Hon.  Mr.  Euler:  You  have  not  the  figures  here? 
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Mr.  Wismer:  I  have  not  the  figures  here. 

Europe,  or  perhaps  more  accurately  and  more  concretely,  the  countries  of 
Europe,  requires  sustained  expansion  to  restore  its  competitive  capacity  and 
make  it  more  independent  of  outside  economic  aid.  This  presents  three 
immediate  and  substantial  problems. 

The  solution  of  any  one  of  these  problems  will  involve  related  solutions 
for  the  others.  They  are  fully  interdependent.  Thus  in  dealing  with  them 
one  at  a  time  for  the  purposes  of  this  submission,  the  order  in  which  they 
follow  in  no  way  suggests  any  priority  in  which  they  may  or  should  be  solved. 

The  first  problem  or  objective  is  to  encourage  production  and  trade  within 
the  countries  of  Europe  themselves.  This  problem  has  been  tackled  through 
OEEC.  Efforts  have  been  and  still  are  being  made  to  liberalise  trade  within 
Europe.  In  this  connection,  OEEC  appears  to  favour  the  eventual  creation 
of  a  single  European  market  free  from  individual  national  trade  barriers  and 
mirroring  a  common  economic  policy  on  the  part  of  all  participating  countries. 

Canada  can  very  justifiably  encourage  such  developments  in  Europe  both 
through  her  participation  in  OEEC  and  through  her  membership  in  NATO. 
The  demand  for  imports  in  Europe  is  great.  Unfortunately  since  the  end  of 
World  War  II,  it  has  been  necessary  to  curtail  imports.  To  have  done  other¬ 
wise  in  most,  if  not  all,  European  countries,  would  have  unleashed  inflationary 
forces  which  would  have  further  impeded  necessary  and  desirable  recovery  and 
attempts  for  creating  stability  and  solvency.  Increased  internal  European  pro¬ 
duction  and  trade,  would,  on  the  other  hand,  tend  to  sharpen  the  competitive 
capacities  within  these  countries,  increase  the  volume  of  goods  available  both 
for  internal  European  consumption  and  for  export,  and  allow  for  a  greater 
volume  and  variety  of  imports.  Canada,  as  one  of  the  major  exporting  nations, 
would  be  among  the  first  to  benefit. 

If  Europe  is  to  increase  its  exports,  it  must  be  able*  to  sell  its  products  in 
outside  markets.  The  largest  of  these  is,  of  course,  the  United  States.  This 
market,  as  Canada  knows  all  too  well,  is  also  the  most  difficult  to  exploit  by 
outside  suppliers. 

Canada  has  a  major  role  to  play  in  the  opening  up  of  the  United  States 
market.  Much  has  been  done  along  this  line  as  our  growing  exports  to  our 
southern  neighbour  indicates.  More  needs  to  be  done. 

The  General  Agreement  on  Tariffs  and  Trade  signed  by  thirty-four 
countries  including  Canada  and  the  United  States,  is  a  major  step  forward 
in  that  it  provides  for  substantial  reductions  in  trade  barriers,  and,  in  parti¬ 
cular,  United  States  tariffs.  More  needs  to  be  done  along  this  line. 

The  really  perplexing  problem  faced  by  all  exporting  countries  seeking 
to  sell  their  products  in  the  United  States  arises  from  its  administrative 
practices  in  connection  with  imports.  Canada  is  fully  justified  in  continually 
seeking  realistic  adjustment  of  these  practices,  for  success  in  this  field  would 
greatly  aid  in  the  development  of  our  trade  with  the  United  States  and  at 
the  same  time  encourage  other  exporters  into  that  market. 

Such  adjustments  in  United  States’  import  policies  and  practices  will  help 
Canada  in  the  immediate  future  more  than  they  can  be  expected  to  help 
European  exporters.  The  United  States  market  is  easily  the  most  competitive 
in  the  world.  Exporters  to  successfully  enter  this  large  and  well  developed 
market  must  be  prepared  to  meet  the  keenest  competition.  This  involves  not 
only  careful  pricing,  but  also  substantial  capital  to  cover  continent-wide 
advertising  campaigns  and  servicing.  Many  European  exporters  or  potential 
exporters  lack  the  capital  to  do  this. 

European  exporters,  along  with  Canada,  could  seek  markets  elsewhere 
throughout  the  world.  Increased  trade  with  countries  other  than  the  United 
States  and  outside  the  NATO-OEEC  group  is  certainly  desirable.  But  such 
a  program  immediately  raises  the  problem  of  the  convertibility  of  currencies. 
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This  is,  of  course,  the  major  financial  problem  of  the  modern  world.  Many 
attempts  have  been  made  and  more  are  now  being  made  to  Overcome  it.  This 
problem  has  a  particular  aspect  in  relation  to  the  NATO  countries  and  the 
development  of  trade,  however,  and  we  wish  to  deal  with  it  in  that  connection. 

Many  of  Europe’s  essential  imports  must  come  from  the  dollar  area.  Since 
the  war  the  internal  conditions  in  European  countries  plus  this  need  for  dollar 
imports  has  resulted  in  annual  unfavourable  trade  balances  with  the  dollar 
countries.  This  gap  has  been  kept  as  low  as  it  has  been  through  careful  control 
of  imports.  In  the  light  of  the  facts  presented  in  preceding  paragraphs — the 
greater  feasibility  of  increasing  European  exports  to  non-dollar  countries  and 
the  continued  difficulties  for  all  exporters  to  enter  the  United  States,  the  major 
dollar  market — the  gap  is  not  likely  to  narrow  in  the  immediate  future. 

On  the  contrary,  it  would  seem  more  likely  that  the  gap  would  widen  as 
European  production  and  exports  increased.  This  would  certainly  be  the  case 
if  European  exporters  sought  the  most  accessible  markets  and  continued  to 
require  imports  from  the  dollar  countries.  And  this  widening  would  be  further 
encouraged  if  the  countries  of  Europe  endeavoured  to  raise,  as  anyone  would 
expect  they  would,  the  living  standards  of  their  people,  since  this  would 
involve  an  increase  in  imports,  mainly  from  the  highly  industrialized  dollar 
countries. 

With  the  real  impediments,  already  discussed,  to  substantial  increases  in 
trade  between  the  dollar  and  non-dollar  areas,  it  is  quite  apparent  that  further 
significant  removing  of  trade  barriers,  however  important  and  desirable  this 
would  be,  would  not  in  itself  provide  a  solution  to  the  European  payments 
problem  nor  allow  of  the  attainment  of  the  objectives  envisaged  in  Article  2 
of  the  North  Atlantic  Treaty.  Collaboration  among  the  OEEC  countries  of 
Europe  and  the  creation  of  a  single  market  with  its  encouragement  of  produc¬ 
tion,  competitive  capacity,  and  exports;  opening  of  the  United  States  market 
to  imports  on  a  broader  and  more  stable  basis;  and  a  further  general  revision 
of  tariff  and  trade  conditions  through  such  mechanisms  as  the  General  Agree¬ 
ment  on  Tariffs  and  Trade  would  not  singly  or  in  combination,  in  themselves, 
provide  a  stable  and  continuing  basis  for  the  free  convertibility  of  national 
currencies.  The  competitive  capacity  of  the  United  States  plus  the  vagaries 
of  this  vast  market  and  economy  would  still  remain  the  overwhelming  factors 
in  world  trade,  and  the  outlook  for  countries  outside  of  the  United  States  would 
at  no  time  be  sufficiently  encouraging  to  create  the  incentives  necessary  to 
expand  their  internal  production  and  exports.  Thus  the  balance  wheel  of 
international  trade  must  be  found  elsewhere. 

Canada  has  a  particular  interest  in  the  establishment  of  stable  and  freely 
convertible  national  currencies,  and  this  Congress  can  fully  support  moves 
in  this  direction  since  convertibility  would  increase  our  ability  to  sell  where 
we  can  and  buy  needed  imports  where  desirable  thus  reducing  the  threat 
to  employment  of  members  of  our  affiliated  organizations  in  the  development 
and  expansion  of  our  international  trade.  In  this  connection,  however,  we 
do  not  wish  to  leave  the  impression  that  we  view  convertibility  as  a  panacea 
but  rather  as  a  prime  necessity  to  effective  and  constructive  expansion  in 
world  trade. 

The  major  barrier  to  extension  of  world  trade  on  a  stable  and  long  term 
basis  is  the  continuous  net  export  position  of  the  United  States.  This,  coupled 
with  the  failure  of  that  country  to  devise  or  encourage  a  consistent  and  con¬ 
structive  policy  for  the  reinvestment  of  these  annual  net  balances  accruing 
from  its  external  trading  activities,  provides  for  continuous  frustration  among 
the  other  trading  nations  especially  those  among  the  OEEC  group. 

The  slogan  now  being  used  by  European  countries  and  the  leading 
members  of  OEEC  is  “Trade  not  Aid”.  This  is  a  good  slogan  but  like  many 
other  cryptic  phrases  tells  only  the  superficial  part  of  the  story.  Europe 
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needs  something  much  more  than  either  trade  or  aid.  What  Europe  needs 
is  the  investment  in  its  productive  plant  and  processes  of  large  amounts  of 
outside  capital. 

The  capital  needed  for  investment  in  Europe’s  productive  facilities  is  to 
be  found  in  the  net  export  balances  of  the  United  States  and  to  a  much  lesser 
degree  in  those  of  other  creditor  countries  such  as  Canada. 

In  paragraph  2  of  your  Committee’s  terms  of  reference  it  states:  “That 
notwithstanding  the  generality  of  the  foregoing,  the  Committee  be  instructed 
and  empowered  to  consider  and  report  upon  how,  in  their  opinion,  (a)  any 
project  for  developing  economic  collaboration,  specifically  between  the  coun¬ 
tries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be  co-ordinated 
with  the  trade  policies  of  other  countries  of  the  free  world;”  and  we  now  wish 
to  make  such  a  suggestion  to  your  Committee. 

We  recommend  the  establishment,  as  an  implementation  of  Article  2  of 
the  North  Atlantic  Treaty,  of  a  Banking  Alliance  between  the  countries  who 
are  signatories  to  the  Treaty  with  the  prime  purpose  of  encouraging  and 
directing  the  investment  of  capital  where  necessary  and  desirable  in  the 
signatory  countries. 

We  envisage  such  an  Alliance  as  an  organization  capable  of  giving 
substance  to  the  basic  aims  and  objectives  of  OEEC.  The  broad  aim  of  OEEC 
for  the  developing  of  Europe’s  productive  and  competitive  capacities  leading 
to  extension  of  both  its  internal  ‘and  external  trade  and  the  redress  of  its 
adverse  dollar  balances  has  little  or  no  chance  of  success  without  a  parellel 
program  of  foreign  investment  in  Europe. 

Europe  is  not  merely  a  trans-Atlantic  bastion  of  North  American  defence. 
Europe  is  an  economy  or  group  of  economies  capable  of  much  further  expan¬ 
sion  and  of  supporting  a  much  higher  standard  of  living.  But  these  worth¬ 
while  objectives  require  the  investment  of  outside  capital  for  their  fulfillment. 

We  have  stressed  Europe  and  the  OEEC  objectives  and  problems  in  this 
connection  not  entirely  because  the  NATO  and  OEEC  groups  of  countries 
are  practically  the  same,  but  also  because  these  groups  of  countries  account 
for  the  bulk  of  international  trade  and  certainly  of  Canada’s  trade.  At 
the  same  time  we  do  not  wish  to  ignore  the  possibilities  of  trade  with  other 
countries  especially  those  within  the  Commonwealth,  and  we  envisage  that 
the  proposed  Banking  Alliance  between  the  NATO  countries  would  also  direct 
investment  in  these  areas  where  necessary  and  desirable  with  a  view  to  the 
stabilizing  of  trade  and  the  convertibility  of  their  currencies.  In  this  latter 
connection  we  would  hope  that  the  NATO  Banking  Alliance  could  formulate 
a  working  relationship  with  the  International  Monetary  Fund. 

Without  attempting  to  delineate  the  full  character  and  operations  of  the 
proposed  Banking  Alliance,  it  should,  in  our  opinion,  be  an  institution  whose 
basic  capital  is  subscribed  by  the  signatories  to  the  Treaty  and  its  lending 
capital  arises  from  the  uninvested  net  trading  balances  of  the  members. 

The  joint  responsibility  for  and  direction  of  international  investment  by 
the  major  trading  nations  of  the  free  world  would  provide  real  substance  to 
any  program  of  production  and  trade  expansion  such  as  that  envisaged  in 
OEEC,  the  Colombo  Plan  and  the  Technical  Assistance  Programs,  and  at  the 
same  time  create  a  new  atmosphere  of  stability  in  world  trade. 

In  such  an  atmosphere  further  extension  of  the  General  Agreement  on 
Tariffs  and  Trade  would  seem  to  have  greater  chance  of  success  and  to  be  of 
greater  practical  value  to  all  countries  concerned. 

Although  there  can  be  no  doubt  that  Canada  should  continue  her  efforts 
to  enter  the  United  States  market  on  better  terms,  and,  in  particular,  to  con¬ 
tinue  to  try  to  have  United  States  tariff  administrative  practices  adjusted  and 
improved  as  well  as  an  extension  of  the  Presidential  powers  under  the  Reci¬ 
procal  Trade  Agreements  Act  of  1945,  our  country  has  need  for  greater 
diversification  in  external  trade  both  in  variety  of  product  sold  and  in  the 
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number  of  countries  concerned.  Too  much  of  our  trade  for  comfort  and 
economic  security  is  with  one  country.  Further,  our  traditional  pattern  of 
trade  needs  redrawing  in  order  that  we  may  depart  from  our  customary  prac¬ 
tice  of  over-selling  in  the  United  Kingdom  and  the  OEEC  group  of  countries 
and  over-buying  in  the  United  States.  The  proposed  Banking  Alliance  would 
make  such  an  adjustment  in  our  trading  pattern  much  easier  of  attainment. 

In  connection  with  the  reference  that  your  Committee  consider  whether 
any  project  under  Article  2  of  the  Treaty  could  have  the  permanence  contem¬ 
plated  in  the  military  obligation  of  the  signatories  under  Article  5,  we  would 
suggest  that  the  proposed  Banking  Alliance  would  not  only  have  such 
permanence  but  that  it  would  need  to  have  it  in  order  to  carry  out  its  purpose 
successfully. 

In  making  our  submission  to  your  Committee  we  have  tried  to  keep  well 
within  your  terms  of  reference  and  to  relate  our  proposals  to  the  known  efforts 
now  being  made  to  improve  trade  within  the  NATO  group  of  countries  and 
through  them  with  the  rest  of  the  free  world.  The  proposals  we  have  made 
arise  from  the  known  problems  now  being  faced  by  these  countries  either  alone 
or  in  concert  through  such  organizations  as  OEEC  which  group  of  countries  so 
closely  resembles  the  NATO  group. 

The  development  of  a  strong  European  economy,  the  freeing  of  the  United 
States  market  from  many  of  the  administrative  defences  which  isolate  it  from 
many  potential  exporters,  and  the  establishment  of  full  convertibility  of  national 
currencies  are  the  prime  objectives  of  those  attempting  to  increase  international 
trade.  The  basic  proposal  we  have  made  for  the  creation  of  a  NATO  Banking 
Alliance  we  feel  will  not  only  tend  to  establish  convertibility  on  a  stable  basis, 
but  also  give  substance  to  the  other  programs  for  the  freeing  of  trade  and  the 
encouragement  of  production. 

Greater  and  more  efficient  production  is  the  answer  to  the  need  and  desire 
for  an  increasing  standard  of  living  in  all  countries.  In  Canada  we  have  been 
experiencing  an  increase  in  production  and  an  expansion  in  our  industrial 
economy  with  a  consequent  improvement  in  living  standards.  We  wish  that 
to  continue. 

An  increased  international  trade  will,  in  our  opinion,  aid  us  in  developing 
our  economy  and  raising  our  standard  of  living.  Freer  international  trade  in 
which  we  can  sell  where  there  are  buyers  and  buy  needed  imports  where  we 
desire  will,  we  believe,  tend  to  allow  us  to  encourage  more  effectively  the 
development  of  more  secondary  industries  and  a  larger  home  market. 

The  production  and  delivery  of  our  exports  creates  employment.  Because 
this  is  true,  it  is  often  argued  that  expansion  of  our  international  trade  is  one 
of  the  best  means  of  increasing  employment  in  Canada.  This  inference  is  not 
wholly  valid,  however,  because  the  increase  in  imports  so  inspired  provides  a 
very  real  threat  to  employment  in  Canada.  Thus  we  recommend  that  very  careful 
consideration  be  given  to  the  effects  of  any  proposed  expansion  of  our  inter¬ 
national  trade  upon  employment  opportunities  and  prospects  before  such 
propositions  are  promoted  or  encouraged.  A  broad  development  of  secondary 
industries  throughout  Canada,  in  our  opinion,  is  a  necessary  parallel  to 
expansion  of  our  external  trade.  In  this  way  alone  can  we  expect  to  encourage 
the  maximum  of  employment  opportunities  and  the  minimum  of  threats  of 
unemployment  due  to  a  continued  high  level  of  imports  of  goods  that  can  be 
produced  in  Canada.  At  the  same  time  a  broad  development  of  our  secondary 
industries  would,  we  believe,  tend  to  reduce  the  cyclical  nature  of  employment 
in  Canada  both  in  its  annual  aspect  and  its  longer  term  pattern  and  thus  add 
stability  both  to  employment  and  the  consumptive  capacity  of  the  home 
market. 
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Many  factors,  we  realize,  are  involved  in  such  developments  which  cannot 
be  considered  here,  but  the  basic  proposals  we  have  made  will,  in  our  view,  lay 
the  groundwork  for  such  advances  on  a  firm  and  stable  basis. 

The  Chairman:  Thank  you,  very  much,  Mr.  Wismer.  The  meeting  is  now 
open  for  questions. 

Hon.  Mr.  Turgeon:  The  suggestion  you  make  for  the  creation  of  a  NATO 
banking  alliance  is  a  positive  suggestion  although  I  do  not  know  whether 
I  agree  with  it. 

Hon.  Mr.  Euler:  As  I  understand  your  suggestion  in  that  respect,  you  feel 
that  the  favourable  balances  that  the  dollar  countries  have  from  international 
trade  should  be  re-invested  in  the  sterling  areas,  is  that  right? 

Mr.  Wismer:  That  is  right. 

Hon.  Mr.  Euler:  What  would  be  your  method  of  procedure  to  bring  about 
such  a  banking  arrangement? 

Mr.  Wismer:  As  we  see  it,  the  simplest  way  in  which  it  can  be  brought 
about  is  to  do  what  the  private  banking  institutions  find  undesirable  to  do  on 
a  private  basis,  by  depositing  funds  in  the  bank  of  NATO  with  full  respons¬ 
ibility  as  a  group,  in  the  same  way  as  under  Article  5  we  are  responsible  on  a 
group  basis. 

Hon.  Mr.  Euler:  Would  you  suggest  that  there  should  be  a  government 
guarantee  behind  that  capital  to  be  re-invested  in  the  sterling  countries? 

Mr.  Wismer:  I  would  think  that  some  device  of  that  sort  would  be 
necessary. 

Hon.  Mr.  Euler:  I  would  think  so  too;  otherwise,  I  do  not  think  private 
individuals  would  go  for  it. 

Mr.  Wismer:  No. 

The  Chairman:  It  would  be  a  different  set-up  from  the  world  bank;  it 
would  have  to  be  a  bank  of  deposit  and  issue.  I  have  always  felt  that  there 
was  a  weakness  in  the  set-up  of  the  world  bank  for  the  reason  that  notwith¬ 
standing  the  fact  there  are  a  great  many  nations  in  it,  the  bank  had  to  borrow 
money  on  Wall  Street;  it  seems  to  me  that  it  should  have  been  a  bank  of 
deposit  and  issue,  and  in  that  way  it  could  create  a  surplus  fund. 

Hon.  Mr.  Euler:  Your  suggestion  of  the  desirability  of  developing  secondary 
industry  is  a  suggestion  I  agree  with,  but  how  would  you  bring  it  about?  You 
would  not  place  restrictions  upon  exports  of  raw  materials  and  force  them  to  be 
manufactured  in  Canada,  would  you? 

Mr.  Wismer:  Well,  I  think  there  has  been  a  certain  amount  of  encourage¬ 
ment  for  secondary  industry  over  recent  years,  mainly  by  reason  of  the  nature 
of  business  since  the  World  War  II.  I  think  also  the  government  policy  should 
be  directed  to  an  extension  of  that  encouragement.  I  am  not  suggesting  that 
we  have  to  tell  our  friends  in  other  countries  that  they  cannot  buy  our  raw 
materials  to  service  their  plants. 

Hon.  Mr.  Euler:  On  the  other  hand,  would  you  take  steps,  for  instance, 
by  way  of  tariff  or  quota  restrictions,  to  prevent  products  of  what  you  think 
are  secondary  industries  from  entering  Canada? 

Mr.  Wismer:  I  think  we  could  go  at  it  in  a  more  positive  way  than  through 
tariffs. 

Hon.  Mr.  Euler:  How? 

Mr.  Wismer:  For  instance,  we  have  a  lot  of  iron  in  Northern  Quebec  and 
no  one  seems  to  be  encouraging  anyone  in  Canada  to  build  a  steel  mill. 

The  Chairman:  In  that  particular  area? 
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Mr.  Wismer:  Or  in  any  other  area.  Also,  we  have  a  lot  of  iron  at  Port 
Arthur  and  gas  at  Calgary,  yet  no  encouragement  is  given  to  transfer  that  gas 
to  Port  Arthur  to  be  used  in  a  steel  mill. 

Hon.  Mr.  Euler:  A  chemical  industry  has  gone  into  Edmonton  and  is  using 
the  gas  there. 

Mr.  Wismer:  But  they  are  not  bringing  the  gas  down  to  Port  Arthur  to 
hook  up  with  the  iron  ore. 

Hon.  Mr.  Turgeon:  I  should  like  to  make  one  observation  in  connection 
with  our  exports  of  raw  material.  While  I  agree  that  up  to  the  present  moment 
there  has  been  an  over-export  of  raw  material  from  Canada,  speaking  for  the 
most  part  for  Northern  British  Columbia,  without  the  importation  of  raw 
material  we  could  not  have  our  aluminum  plant. 

Mr.  Wismer:  Correct. 

Hon.  Mr.  Turgeon:  The  aluminum  plant  could  not  exist  without  the 
importation  of  bauxite,  and  it  cannot  be  gotten  anywhere  in  Canada. 

Hon.  Mr.  Euler:  Of  course  the  country  from  which  bauxite  comes  could 
argue  in  the  same  way,  that  the  aluminum  should  be  manufactured  there. 

Mr.  Wismer:  Yes;  and  if  they  had  the  water  power  they  probably  would 
argue  that. 

Hon.  Mr.  Burchill:  I  think  you  should  develop  a  little  further  the  prac¬ 
tical  workings  of  the  suggested  banking  alliance.  I  do  not  quite  follow  how 
you  think  it  could  be  developed. 

Mr.  Wismer:  We  have  in  mind  that  as  a  group  of  fourteen  nations  in 
NATO  we  are  making  some  co-operative  efforts  for  the  defences  of  the  North 
Atlantic  community;  we  are  taking  the  responsibility  for  it,  and  we  are  pooling 
our  resources  and  directing  them  towards  those  defences.  In  the  same  way, 
we  have  felt  that  the  economic  resources  of  those  countries  could  be  martialed 
without  interference  with  private  business. 

True,  we  have  not  thought  through  the  complicated  banking  machinery; 
nevertheless,  we  feel  that  instead  of  waiting  always  for  what  will  happen  in 
Congress  or  in  Whitehall  as  to  what  the  group  should  do,  encouragement 
should  be  given  to  the  group  to  use  the  balances  which  it  has  from  inter¬ 
national  trade  in  the  best  way  to  encourage  trade  between  NATO  countries. 
But  whatever  happens,  it  has  to  be  a  combined  effort  and  has  to  be  the 
full  responsibility  of  the  signatory  countries. 

A  question  was  asked  as  to  whether  there  would  be  a  guarantee  sup¬ 
porting  the  re-investment  of  these  funds.  We  feel  that  is  a  technical  problem. 
We  are  not  asking  private  bankers  within  the  countries  of  NATO  to  suddenly 
form  a  private  alliance  and  do  the  job.  We  believe  that  since  the  private 
institutions  do  not  seem  to  be  able  to  cope  with  the  problem,  there  should 
be  some  over- all  way  by  which  the  signatory  countries  could  through  the 
international  agency  usefully  invest  funds  which  would  create  an  incentive 
for  the  development  of  industry. 

Hon.  Mr.  Burchill:  Let  us  take  Canada  as  an  example.  We  will  say 
Canada  now  has  a  surplus  of  imports  over  exports  of  $500  million.  That 
money  is  spread  all  over  the  country;  it  may  be  locked  up  in  banks,  it  may 
be  invested  in  brick  and  stone,  or  it  may  be  in  stocks  and  bonds.  The  govern¬ 
ment  of  Canada  would  have  to  say  that  that  $500  million  was  available  for 
re-investment,  and  that  since  we  are  a  partner  in  this  banking  alliance,  we 
will  deposit  $500  million.  Is  that  your  idea? 

Mr.  Wismer:  That  would  be  our  idea.  And,  for  instance,  if  the  Massey  - 
Harris,  whose  representative  appeared  before  you  today,  wanted  to  use  $50 
million  on  its  own,  that  would  leave  only  $450  million  for  the  government 
to  direct. 
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Hon.  Mr.  Burchill:  We  have  heard  now  from  several  delegations  here 
that  private  investment  in  these  countries  was  undesirable,  it  was  not  very 
“beckoning”;  they  prefer  to  invest  at  home.  So  that,  I  take  it,  governments 
would  have  to  do  what  you  suggest.  Is  that  right? 

Hon.  Mr.  Euler:  Absolutely. 

Hon.  Mr.  Burchill:  The  governments  would  have  to  say,  “We  owe  this 
Banking  Alliance  $500  million”.  The  United  States  would  owe  them  three 
or  four  times  as  much;  and  so  on.  All  that  would  have  to  be  on  a  government 
level,  would  it  not? 

Mr.  Wismer:  Yes. 

Hon.  Mr.  Burchill:  So  that  it  is  really  another  World  Bank?  That  is 
really  what  it  is,  is  it  not? 

The  Chairman:  The  Canadian  exporter  would  be  paid  with  Canadian 
money. 

Hon.  Mr.  Euler:  But,  how  to  cover  it  altogether? 

Hon.  Mr.  Horner:  You  would  have  very  great  difficulty. 

The  Chairman:  It  is  all  the  balance  of  payments.  That  is  the  underlying 
idea.  The  country  would  have  to  pay  the  Canadian  exporter,  and,  of  what 
they  had  as  a  surplus  from  exports  and  imports,  a  certain  amount  would  have 
to  be  put  behind  this  independent  bank. 

Hon.  Mr.  Burchill:  I  think  trading  would  go  On  just  as  it  does  now, 
but  the  government  figures  Would  show  just  what  the  surplus  was  that  that 
country  had.  That  is  the  amount  that  would  be  put  in  this  Fund. 

Mr.  Wismer:  I  think  it  is  important  to  remember  that  at  the  moment  our 
banks  and  the  United  States  banks  are  not  looking  very  favourably  at  some 
countries  which  have  been  ravaged  by  war  and  have  great  difficulty  in 
rebuilding  their  plants,  and  of  necessity  have  a  lot  of  restrictions  on  everything, 
with  the  idea  of  getting  back  from  poverty.  They  have  a  lot  of  resources  of 
skills  and  “know-how”,  and  even  natural  resources. 

Hon.  Mr.  Horner:  As  regards  at  least  two  of  the  important  countries  that 
were  ravaged  by  war,  all  they  need  now  is  markets  for  their  goods.  They  are 
entirely  on  their  feet,  and  capable  of  greater  production  than  before  the  war. 
I  am  afraid  there  would  have  to  be  a  great  deal  more  stability  throughout  the 
world,  or  we  would  fare  the  same  as  we  did  with  the  $12,000,000  worth  of 
ships  that  went  to  China  if  we  attempted  anything  like  that. 

Hon.  Mr.  Burchill:  I  think  the  witness  is  to  be  commended  very  much 
for  his  suggestion.  It  is  about  the  only  suggestion  that  we  have  had.  But  I  am 
just  worried  as  to  how  it  would  work  out. 

Mr.  Wismer:  After  all,  all  we  can  do  is  to  give  you  the  idea.  It  is  your 
job  to  work  it  out. 

Hon.  Mr.  Horner:  If  it  is  a  case  of  loaning  money,  the  countries  which  lent 
and  received  it  would  have  to  be  in  agreement  that  it  should  be  used  for  the 
development  of  some  industry  which  was  basic  to  the  borrowing  country,  and 
therefore  economically  sound.  I  sometimes  fear  that  in  view  of  the  world 
situation  things  are  becoming  unbalanced.  We  forget  that  Canada  is  basically 
agricultural,  and  that  the  world  needs  food.  We  could  increase  enormously 
our  food  production,  but  perhaps  we  are  becoming  very  much  overbuilt  in 
industry.  Large  cities  are  extending  and  spreading  out  on  to  good  farm  land. 
Unless  we  can  maintain  our  present  base  we  may  have  cause  to  regret  some 
of  the  developments,  and  it  may  be  that  more  people  will  have  to  be  moved 
on  to  the  land. 
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The  Chairman:  Thank  you,  Mr.  Wismer.  I  am  sure  your  suggestion  is  one 
of  the  most  constructive  we  have  had.  In  these  NATO  countries  there  must 
be  skilled  bankers.  The  proposed  bank  would  have  to  have  representatives 
from  each  NATO  country  on  its  board:  they  would  be  skilled  in  the  investment 
of  money,  whether  or  not  the  money  came  from  governments  or  from  private 
interests  on  deposit.  That  is  the  reason  I  suggested  that  to  my  mind  such  a 
bank  should  be  a  bank  of  deposit  and  also  a  bank  of  issue.  If  it  had  the  proper 
management  and  all  the  fourteen  NATO  countries  behind  it,  in  my  opinion 
it  would  be  in  a  better  position  to  do  the  job  than  the  World  Bank  or  the  World 
Monetary  Fund,  which  are  so  restricted  that  they  have  to  go  and  borrow  money 
somewhere,  and  the  rate  is  so  high  that  it  is  not  very  interesting  to  prospective 
borrowing  countries. 

Mr.  Wismer:  In  our  suggestion  what  we  have  in  mind  is  that  the  NATO 
group  is  a  group  with  a  common,  distinct  problem.  All  the  countries  are 
essentially  friends  attempting  a  common  job.  They  will  be  the  subscribers, 
the  directors,  the  depositors,  the  borrowers  and  everything  else  from  that  bank. 
In  a  sense  that  is  something  we  have  in  Canada  and  it  is  also  to  be  found  in 
the  United  States.  If  we  are  to  start  to  talk  in  terms  of  a  North  Atlantic  com¬ 
munity,  we  can  ask  the  bankers  what  should  be  the  technique,  but  we  should 
think  in  those  terms. 

Hon.  Mr.  Burchill:  Representatives  of  the  Chambers  of  Commerce  and 
others  who  have  appeared  here  say  this  can  only  be  solved  by  co-operation 
between  the  different  nations.  I  presume  you  agree  with  that,  and  want  to  take 
another  step  forward.  This  is  one  step  in  the  co-operative  idea;  is  that  it? 

Mr.  Wismer:  That  is  exactly  right. 

Hon.  Mr.  Horner:  You  want  bankers  in  all  countries  to  co-operate  in 
supplying  capital.  How  would  it  be  if  labour  stepped  into  the  picture  and  agreed 
on  a  basic  wage  throughout  the  world? 

Mr.  Wismer:  Well,  I  say  this  advisedly:  the  labour  movement  has  been 
trying  in  recent  years  to  co-operate  internationally.  We  have  had  our  diffi¬ 
culties;  but  within  a  few  weeks  the  international  group  of  free  trade  unions 
will  be  meeting  in  Stockholm,  Sweden,  to  discuss  the  very  thing  you  are  talking 
about, — how  can  we  assist  each  other  in  all  of  these  countries  to  do  exactly 
the  same  thing  that  we  are  talking  about  here?  How  can  we  raise  the  living 
standards?  And  how  can  our  countries  protect  themselves  against  a  conspiracy 
that  forever  tries  to  enslave  us? 

Hon.  Mr.  Turgeon:  Do  you  know  the  date  of  that  meeting? 

Mr.  Bengough:  It  is  the  7th  of  June.  It  starts  at  the  close  of  the  ILO 
meeting;  about  four  days  later. 

Hon.  Mr.  Duffus:  Getting  back  to  the  question  of  co-operation:  I  take 
it  that  it  consists  very  largely  in  the  matter  of  industry  and  labour  working 
on  a  co-operative  basis.  I  think  we  have  got  to  get  down  -  to  a  basis  of 
some  kind.  We  are  at  cross  purposes  at  the  present  time.  I  hope  your  work 
will  help  to  get  that  stability. 

Mr.  Bengough:  You  do  not  mean,  in  Canada? 

Hon.  Mr.  Duffus:  I  mean,  anywhere. 

Mr.  Bengough:  Taking  the  general  run  of  things  we  have  established  co¬ 
operation  pretty  well  in  Canada. 

The  Chairman:  Industrial  relations  seem  to  be  running  fairly  smoothly  in 
this  country? 

Mr.  Bengough:  Yes. 

Hon.  Mr.  Duffus:  There  is  one  section  of  opinion  to  the  effect  that  we 
should  not  export  our  raw  material.  Others  think  that  we  should  send  our 
surplus  raw  material  abroad.  What  is  your  opinion? 
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Mr.  Bengough:  Opinions  naturally  vary,  if  I  may  say  so,  depending  on 
the  line  of  business  in  which  these  people  are  engaged.  Take  the  railroads. 
The  many  thousands  of  our  members  who  are  engaged  in  transportation  are 
not  very  much  concerned  with  matters  of  imports  and  exports,  that  is  as  to 
what  types  they  should  be;  but  people,  we  will  say,  in  the  shoe  industry, 
would  be  very  much  interested  and  concerned  if,  for  instance,  shoes  were  being 
brought  in  from  Japan  at  50  cents  a  pair.  People  in  other  lines  would  not 
be  so  much  concerned.  That  is,  our  reactions  vary  according  to  the  line  of 
employment  people  are  in  or  as  to  what  type  of  business  they  are  conducting. 

Hon.  Mr.  Duffus:  My  opinion  is  that  when  we  have  a  surplus  of  a  product, 
if  we  can  sell  it  somewhere  else  it  would  be  good  business.  There  are  others 
that  have  the  opposite  opinion. 

The  Chairman:  Does  geography  not  come  into  that  quite  a  bit?  We 
bring  in,  say,  hard  coal  from  the  United  States,  but  if  Alberta  can  ship  its 
coal  down  to  the  states,  let  them  ship  it,  but  it  is  too  big  a  rail  haul. 

Mr.  Bengough:  There  is  around  300  million  tons  in  Calgary,  and  they 
have  the  steam  shovel.  We  say  why  not  put  in  a  smelter,  and  why  not  put  one 
in  at  the  head  of  the  lakes. 

The  Chairman:  We  are  still  large  importers  of  steel,  that  is  true. 

Are  there  no  further  questions,  gentlemen?  I  think  on  behalf  of  all 
senators  here  we  owe  you  a  strong  vote  of  thanks;  you  gave  us  a  very  fine  brief 
and  very  constructive  suggestions. 

Whereupon  the  committee  adjourned. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate 
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MINUTES  OF  PROCEEDINGS 


Wednesday,  May  6,  1953, 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators  McLean,  Chairman,  Bur  chill,  Campbell,. 
Crerar,  Euler,  Gouin,  Haig,  Kinley,  MacLennan,  McDonald  and  Turgeon. — 11. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  re¬ 
sumed. 

The  following  representatives  from  the  Canadian  Metal  Mining  Association 
were  heard: 

Mr.  V.  C.  Wansbrough,  ^Managing  Director. 

Mr.  G.  C.  Bateman,  former  Wartime  Metals  Controller,  Dept,  of  Munitions 
and  Supply. 

Mr.  R.  T.  Birks,  Director. 

A  table  filed  by  Mr.  Wansbrough,  “Sales  of  Canadian  Metals  and  Minerals”, 
was  ordered  to  be,  printed  as  Appendix  C  to  these  proceedings. 

The  following  representatives  from  the  Canadian  Importers  and  Traders 
Association  were  heard: 

Mr.  Thomas  Oakley,  Past  President. 

Mr.  M.  E.  Corlett,  legal  counsel. 

A  booklet  filed  by  Mr.  Oakley,  “International  Trade  and  its  Influence  on 
Political  and  Economic  Development”,  was  ordered  to  be  printed  as  Appendix 
D  to  these  proceedings. 

Further  consideration  of  the  order  of  reference  was  postponed. 

At  1.00  p.m.  the  Committee  adjourned  until  Thursday,  May  7,  1953,  at 
10.30  a.m. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees . 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Wednesday,  May  6th,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations  which  was  empow¬ 
ered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of 
the  free  world,  met  this  day  at  10.30. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  this  is  the  seventh  meeting  of  the 
Canadian  Trade  Relationship  to  be  held  since  the  introduction  of  the  resolu¬ 
tion  in  the  Senate  on  February  12,  and  which  was  referred  to  this  honourable 
committee  on  February  26.  .1  am  sure  everyone  here  is  familiar  with  the 
resolution,  and  there  is  no  need  to  read  it. 

We  are  honoured  this  morning  to  have  before  us  two  very  important  public 
bodies,  namely  the  Canadian  Metal  Mining  Association  and  the  Canadian 
Importers  and  Traders  Association  Incorporated.  The  Canadian  Metal  Mining 
Association  will  lead  off  with  its  presentation.  The  Association  is  represented 
here  by  Mr.  R.  T.  Birks,  President  of  East  Malartic  Mines  and  Director  of  the 
Canadian  Metal  Mining  Association;  Mr.  G.  C.  Bateman,  former  Wartime 
Metals  Controller  of  the  Department  of  Munitions  and  Supply;  Mr.  R.  G. 
Driver,  Assistant  Manager  of  Sales,  Noranda  Mines  Limited;  Mr.  V.  C. 
Wansbrough,  Managing  Director  of  Canadian  Metal  Mining  Association;  and 
Mr.  H.  H.  Wright,  Secretary  of  the  Canadian  Metal  Mining  Association. 

I  understand  that  Mr.  V.  C.  Wansbrough,  Managing  Director  of  the 
Association,  will  present  the  brief.  Any  other  members  of  the  delegation  who 
wish  to  speak  are  quite  free  to  do  so. 

Mr.  V.  C.  Wansbrough:  Thank  you  Mr.  Chairman.  I  would  like  your 
direction  as  to  how  you  wish  me  to  deal  with  the  brief.  If  you  prefer,  I  can 
summarize  those  parts  which  we  think  lend  themselves  to  summary,  and  dwell 
at  length  on  the  particular  points  which  we  would  like  to  emphasize  before 
the  committee. 

The  Chairman:  What  is  the  feeling  of  the  members  of  the  committee? 

Hon.  Mr.  Haig:  Let  the  witness  deal  with  it  in  what  he  considers  the  best 
way  to  present  his  case. 

Mr.  Wansbrough:  Thank  you  very  much. 

Mr.  Chairman  and  honourable  members,  in  the  brief  you  have  before  you 
we  begin  by  expressing  our  warm  appreciation  for  the  ihvitation  you  have' 
extended  to  the  Canadian  Metal  Mining  Association  to  make  this  presentation, 
fully  realizing  that  the  subject  matter  which  you  are  investigating  is  of  most 
vital  importance  to  the  Canadian  welfare  as  well  as  to  the  health  and  growth  of 
Canadian  export  industry. 

We  are  particularly  grateful  for  the  opportunity  of  making  a  presentation 
before  you  on  behalf  of  the  membership  of  the  association,  which  includes 
gold  producers  and  producers  of  other  precious  metals,  non-ferrous  metals, 
iron  and  a  broad  range  of  industrial  minerals. 

On  page  2  of  the  brief  we  set  forth  the  state  of  the  mining  industry  in 
Canada  in  the  held  of  multilateral  and  external  trade.  We  point  out  that  in 
the  year  1952,  the  dollar  value  of  the  products  of  Canadian  metals  and  minerals, 
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excluding  gold  which  comes  in  for  special  consideration,  is  some  $750  million. 
Below  is  a  list  of  the  major  products  which  go  to  make  up  the  total  of  their 
dollar  volume  for  1952,  including  nickel,  copper,  zinc,  lead  and  asbestos. 

We  then  give  the  export  percentage  of  each  of  those  metals  which  you 
will  note  as  follows:  nickel  98  per  cent,  copper  53  per  cent,  zinc  87  per  cent, 
lead  72  per  cent  and  asbestos  99  per  cent.  We  say  that  where,  as  with  copper 
in  particular,  a  substantial  quantity  of  metal  of  Canadian  origin  is  fabricated 
in  this  country,  the  export  market  is  also  of  importance. 

In  the  latest  report  of  the  Dominion  Bureau  of  Statistics,  analysing 
Canada’s  export  trade  by  industries,  the  non-ferrous  metal  industry  ranks 
third  in  importance.  Non-ferrous  metal  exports  are  shown  as  amounting  to 
$707  million  in  1952,  an  increase  of  $137  million  over  1951. 

Non-ferrous  Metal  Exports  by  Value,  1952 


Increase 
1952  Over  ’51 
$  millions 

Aluminum  and  products  .  162  38 

Nickel  . 151  14 

Copper  and  products  . 119  32 

Zinc  and  products  .  97  12 

Lead  and  products  .  50  4 

Precious  metals  (except  gold)  .  47  —1 

Brass  and  products  . 23  17 


Traditionally  Canada’s  two  most  important  markets  have  been  the  United 
Kingdom  and  the  United  States.  Figures  given  in  the  Appendix  illustrate 
the  marked  swing  which  has  taken  place  since  the  war  from  the  United 
Kingdom  to  the  United  States  market. 

It  may  be  added  that  with  the  developments  now  taking  place  in  Canadian 
mining,  Canada’s  mineral  production  may  be  expected  to  increase  in  important 
respects,  and  for  many  years  to  come  the  industry  will  have  to  look  to  external 
markets  for  the  sale  of  a  high  proportion  of  its  products. 

In  these  circumstances  it  is  clearly  of  vital  importance  to  Canada’s  third 
largest  export  industry  that  stable  and  unimpeded  conditions  of  multilateral 
trade  be  achieved  and  maintained. 

I  should  like  to  add  the  comment  that  when  we  are  speaking  about  base 
metals  we  are  not  referring  merely  to  international  interchange  of  commodities, 
but  of  very  special  commodities  which  are  of  vital  importance  to  Canada’s 
defence  program  for  the  western  world. 

In  the  following  paragraph  of  the  brief  we  suggest  that  attention  be 
directed  this  morning  to  two  principal  aspects  of  this  question  which  your 
committee,  Mr.  Chairman,  is  now  considering:  First,  any  steps  which  can  be 
taken  to  remove  direct  obstacles  which  now  impede  the  flow  of  trade  across 
national  boundaries,  and  secondly  stable  currency  relationships,  currency  con¬ 
vertibility  and  more  adequate  means  of  international  payments. 

With  regard  to  restrictions  on  trade  we  point  out  that  important  progress 
has  been  made  since  the  war  in  the  reduction  of  barriers  of  trade,  but  we 
believe  that  further  progress  is  to  be  made  in  this  regard.  Further,  we  say  it 
is  fortunately  possible  to  discuss  the  subject  with  some  candor  and  without 
incurring  the  risk  of  appearing  critical  of  a  friendly  neighbour,  because  the 
United  States  tariff  policy  has  been  and  now  is  the  subject  of  thorough  exam¬ 
ination  by  the  present  administration  of  the  United  States  and  has  received 
the  thoughtful  scrutiny  of  many  American  public  and  private  commissions  and 
business  organizations. 

We  have  in  mind  two  particular  reports  which  have  brought  out  strong 
recommendations  in  favour  of  a  liberalization  of  American  tariff  and  trading 
policies.  The  first  is  entitled  “Britain’s  Economic  Problem  and  Its  Meaning 
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for  America”,  and  has  been  made  by  the  Committee  for  Economic  Devel¬ 
opment,  a  private  group  of  leading  American  industrialists,  bankers  and 
economists. 

The  second  is  an  official  report  to  the  President  by  the  Public  Advisory 
Board  for  Mutual  Security,  entitled  “A  Trade  and  Tariff  Policy  in  the  National 
Interest”,  and  is  often  referred  to  by  the  name  of  the  Board’s  Chairman  as  the 
Bell  Report.  Your  members,  Mr.  Chairman,  will  be  familiar  with  the  pro¬ 
nouncements  made  by  the  Detroit  Chamber  of  Commerce  and  many  other 
bodies  on  the  American  trade  policy. 

On  the  top  of  page  4  of  the  brief  we  offer  a  short  digest  of  certain  matters 
contained  in  these  reports.  They  concur  and  recommend  the  following: 

1.  A  selective  reduction  in  the  American  tariff  by  extending  the 
reciprocal  Trade  Agreements  Act  (due  to  expire  this  June)  without  the 
obnoxious  “peril  point”  clauses; 

2.  A  simplification  of  American  customs  procedure  to  enable  the 
foreign  exporter  to  determine  just  what  rate  of  tariff  his  product  is  going 
to  have  to  pay; 

3.  Repeal  of  the  “Buy  American”  Act. 

When  the  trade  and  tariff  policies  of  the  United  States  are  receiving  such 
attention  and  scrutiny  from  American  leaders,  it  is  not  perhaps  out  of  place 
to  point  out  certain  changes  which  would  be  regarded  as  beneficial  from  the 
point  of  view  of  Canadian  producers  of  metals.  There  is  a  strong  mutuality 
of  interest.  It  is  acknowledged  that  metals  and  minerals  of  Canadian  origin, 
many  of  them  of  top  strategic  importance,  are  urgently  needed  by  the 
United  States;  and  that  this  demand  will  increase  rather  than  diminish  is 
evident  from  the  findings  of  the  Paley  Report. 

In  these  circumstances  it  will  suffice  if  we  draw  attention  to  certain 
instances  where  United  States  tariff  policy  does  not  seem  adjusted  to  the 
mutual  requirements  and  the  changing  circumstances  of  the  two  countries. 

The  United  States  imposes  a  tariff  on  nickel  of  cents  per  pound,  though 
it  is  almost  wholly  dependent  on  Canadian  sources  for  its  supply.  There 
is  no  domestic  industry  to  protect,  and  the  tariff  therefore  serves  no  purpose 
but  that  of  raising  revenue.  It  would  appear  quite  unwarranted. 

The  duty  currently  imposed  on  zinc  concentrates  is  similarly  regarded  by 
Canadian  producers  as  unjustified.  It  results  in  a  substantial  loss  of  revenue 
to  Canadian  mines,  increases  the  cost  to  the  U.S.  consumer,  and  could  deprive 
U.S.  smelters  of  the  concentrates  needed  to  operate  their  plants  at  maximum 
efficiency. 

Duties  on  zinc  and  lead  were  reimposed  in  1952,  when  the  domestic 
price  of  these  metals  in  the  United  States  dropped  below  an  established  level. 
The  situation  has  become  very  seriously  aggravated  by  bills  now  before 
Congress,  which  are  being  most  actively  promoted  and  which  if  passed  into 
law  would  have  most  injurious  effects  on  Canadian  and  foreign  producers. 
The  purpose  of  the  legislation  is  to  impose,  in  addition  to  the  currently  appli¬ 
cable  duties,  “sliding  scale  stabilization  duties”  on  zinc  and  lead  (concentrates 
and  metal),  which  will  apply  whenever  the  U.S.  domestic  price  falls  below 
an  established  base  price.  The  effect  would  be  to  keep  prices  artificially  high 
and  raise  the  U.S.  tariff  to  a  point  which  would  be  virtually  an  embargo  on 
imports.  The  injurious  effects  of  such  legislation  on  Canadian  producers  cannot 
be  too  strongly  emphasized. 

Another  instance  of  difficulty  arising  from  U.S.  tariff  regulations  is  the 
one  and  one-quarter  cents  per  pound  duty  imposed  on  copper  rods.  This 
is  only  one  of  the  various  primary  shapes  in  which  copper  is  sold,  and  there 
seems  no  reason  why  this  particular  form  should  be  singled  out  for  discrimin¬ 
atory  treatment. 
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I  would  like  to  add  also — what  is  not  in  the  text — a  reference  to  the 
United  States  import  duty  on  electrolytic  copper,  which  is  a  duty  of  2  cents 
a  pound,  currently  suspended  and  to  remain  in  suspension  until  June  of  1954 
unless  the  domestic  United  States  price  on  copper  drops  below  a  particular 
figure,  which  happens  to  be  24J  cents  a  pound. 

Instances  can  be  quoted  where  the  rates  of  duty  are  practically  pro¬ 
hibitive.  Baryte,  for  example,  is  a  mineral  which  the  United  States  needs  to 
import.  The  value  of  the  ore  at  the  mine  ranges  from  $7  to  $10  a  ton.  The 
United  States  tariff  on  the  crude  ore  is  $3  per  ton,  or  $6.50  per  ton  if  it  is  in 
ground  form. 

These  specific  instances  are  selected  to  illustrate  the  general  point  that 
much  remains  to  be  done  by  way  of  reducing  the  barriers  to  trade  which 
already  exist  and  of  avoiding  the  erection  of  further  barriers. 

In  general  it  would  be  of  great  advantage  to  producers  supplying  the 
United  States  market,  especially  with  primary  materials  which  that  country 
is  going  to  need  to  an  increasing  degree,  if  its  tariff  rates  were  established  on 
a  longer-term  basis  and  were  less  subject  to  sudden  change.  Temporary 
suspensions  of  duties  for  brief  periods,  followed  by  their  sudden  reimposition 
and  by  the  imposition  of  special  import  taxes  can  produce  nothing  but  dis¬ 
turbing  and  unsettling  effects. 

When  we  are  dealing  with  base  metals  we  are  dealing  with  materials  that 
are  of  vital  importance  for  the  national  defence  and  international  defence,  and 
we  are  dealing  with  a  commodity  the  protection  of  which  cannot  be  quickly 
turned  off  and  turned  on  as  with  a  tap.  If  through  tariff  policies  overseas 
markets  should  diminish,  and  thereby  cut  back  the  possibilities  of  our  produc¬ 
tion,  we  have  no  assurance  whatever  that  we  shall  be  adequately  supplied 
with  these  materials  should  a  national  emergency  make  it  necessary. 

The  Canadian  Tariff:  As  regards  the  Canadian  tariff,  we  have  no  special 
comments  to  make  at  this  time,  except  to  stress  that  vigilance  is  required  on 
the  part  of  the  Canadian  Government  against  establishing  “blanket”  rulings, 
such  as  some  which  have  been  recently  proposed,  and  which  would  have  the 
effect  of  imposing  higher  rates  of  duty  on  items  of  machinery  not  manufactured 
in  this  country. 

Hon.  Mr.  Euler:  Would  you  elaborate  on  that?  What  form  has  that 
taken? 

Mr.  Wansbrough:  One  instance  recently  was  referring  to  power  shovels 
and  cranes,  the  smaller  sizes  of  which  are  manufactured  in  this  country  but 
the  larger  sizes,  which  are  more  used  in  the  mining  industry,  are  not.  At  the 
present  time  the  larger  sizes  can  be  brought  in  from  the  United  States  either 
free  of  duty,  if  they  are  to  be  used  directly  in  mining  operations,  or  at  the  rate 
of  per  cent  if  not  to  be  used  directly  for  that  purpose.  In  order  to  give 
the  Canadian  manufacturers  of  power  shovels  protection,  certain  sizes  such 
as  are  made  in  this  country  have  a  protective  tariff  of  22J  per  cent.  An 
attempt  was  made  recently  to  get  a  ruling  that  power  shovels  are  a  single  class 
of  machinery:  if  any  are  made  in  this  country,  all  should  be  regarded  as  made 
in  this  country.  The  effect  would  have  been  to  increase  the  range  of  the 
22^  per  cent  duty  to  the  greater  bulk  of  power  shovels  which  are  imported 
from  the  United  States.  That  is  the  kind  of  thing  we  have  in  ‘mind  when 
we  speak  of  “blanket”  rulings. 

Freight  Rates — Reference  must  be  made  to  the  dangers  implicit  for 
Canadian  producers  in  the  steadily  mounting  cost  of  freight  rates.  Mr.  Donald 
Gordon  recently  pointed  out  that  increased  rates  could  cause  loss  of  business 
because  they  rendered  Canadian  products  non-competitive  in  world  markets. 
This  is  particularly  true  of  certain  bulk  mineral  products  such  as  pyrite  con¬ 
centrates  where  the  value  f.o.b.  mine  is  substantially  less  than  the  freight 
involved  to  consuming  centres. 
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Pyrite  as  a  substitute  for  sulphur  holds  great  possibilities  for  Canadian 
mining,  but  it  will  be  very  difficult  to  develop  without  some  flexibility  of  policy 
as  regards  freight  rates.  It  is  believed  that  lower  rates  would  enable  increased 
tonnage  to  be  shipped  and  would  be  beneficial  both  to  the  producer  and  the 
railway. 

Increased  freight  rates  on  such  products  as  zinc  concentrates  and  copper 
concentrates — heavy  bulk  products — also  have  a  very  adverse  effect  upon  the 
production  of  these  metals. 

I  would  like  to  make  one  additional  comment  there.  The  difficulty  is 
multiplied  as  ore  bodies  are  mined  in  remoter  parts,  adding  therefore  to  the 
haul. 

This  is  a  problem  that  certainly  cannot  be  overlooked  if  Canadian  producers 
are  to  maintain  a  competitive  position  on  world  markets. 

General  Government  Policy  in  a  Period  of  Transition:  During  the  period 
of  emergency  through  which  we  have  been  passing  for  the  last  two  and  a 
half  years,  governments  engaged  in  stockpiling  programmes  have  been  large 
purchasers  of  metals  and  minerals,  many  of  which  have  been  subject  to  inter¬ 
national  allocation. 

From  this  period  we  are  now  emerging  and  are  returning  to  more  normal 
methods  and  channels  of  trade. 

The  success  of  the  transition  will  be  greatly  facilitated  if  the  policies  of 
governments  are  kept  as  stable  as  possible,  and  if  they  avoid,  as  far  as  is  in 
their  power,  sudden  changes  in  any  respects  which  affect  the  fllow  of  trade  or 
unduly  influence  the  level  and  trend  of  prices. 

Fundamental  Conditions  of  Multilateral  Trade — Apart  from  particular 
obstacles  which  impede  the  flow  of  trade  between  nations  such  as  arise  from 
tariff  policies  and  other  forms  of  restrictive  practice,  there  are  certain  funda¬ 
mental  conditions  which  have  to  be  achieved  and  maintained  to  assure  stability 
of  international  commerce. 

In  particular  currencies  must  remain  reasonably  stable,  convertibility  of 
currencies  must  be  achieved  and  assured,  and  national  treasuries  must  have 
adequate  reserves  to  settle  international  trade  balances. 

During  the  post-war  years,  trade  between  the  North  American  countries 
and  the  countries  of  Western  Europe  has  been  largely  sustained  by  means  of 
dollar  loans  and  aid  programmes. 

Between  the  years  1948  and  1952,  for  example,  metals  and  minerals  of 
Canadian  origin  to  the  value  of  $604  million  were  made  available  to  European 
countries  under  the  European  Recovery  Program.  These  were  paid  for  by 
U.S.  dollars,  authorized  through  the  Economic  Co-operation  Administration 
and  the  Mutual  Security  Agency. 

The  crux  of  the  present  situation  is  to  devise  means  of  setting  multilateral 
trade  on  a  firmer  and  more  permanent  foundation,  to  enable  all  countries  to 
pay  their  own  way  and  turn  “Trade  not  Aid”  from  a  slogan  to  a  reality. 

Stable  Currency  Relationships — The  importance  of  stable  currency  rela¬ 
tionships  cannot  be  over-emphasized  for  any  trading  nation.  The  recognition 
of  this  fact  led  to  the  establishment  of  such  international  bodies  as  the  Inter¬ 
national  Monetary  Fund.  Whatever  the  shortcomings  of  that  organization 
have  proved  to  be,  it  represents  an  attempt  to  achieve  and  maintain  balanced 
currency  relationships  and  to  provide  for  an  orderly  method  of  making  such 
adjustments  as  become  from  time  to  time  necessary. 

Some  freedom  and  flexibility  are  certainly  desirable;  and  the  Canadian 
Government  has  been  widely  commended  by  setting  a  bold  example  and 
“freeing”  the  Canadian  dollar.  The  circumstances  in  which  it  did  so  were 
favourable.  The  subsequent  climb  of  the  Canadian  dollar  to  a  premium  posi¬ 
tion  over  the  United  States  dollar  has  testified  to  the  general  strength  of  our 
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own  economic  position.  One  result,  however,  has  been  to  give  a  sharp  re¬ 
minder  to  all  Canadian  exporters  to  the  United  States  market  that  it  is  they 
who  must  pay  the  price  of  the  premium. 

It  is  also  a  reminder  of  the  additional  hazards  which  would  soon  be 
created  in  international  trade  without  reasonable  stability  in  currency  relation¬ 
ships. 

Currency  Convertibility — If  multilateral  trade  is  to  be  established  on  a 
satisfactory  permanent  basis,  not  only  must  currencies  be  reasonably  stable 
but  they  must  be  freely  convertible. 

Unless  the  sterling-dollar  gap  can  be  bridged,  we  must  resign  ourselves 
to  seeing  the  western  world  break  up  into  trading  “blocs”. 

To  discuss  this  intricate  and  complicated  question  in  all  its  phases  is 
far  beyond  the  purposes  and  scope  of  this  submission. 

Our  purpose  is  to  focus  attention  on  one  particular  but  important  aspect 
of  the  problem,  namely  the  role  of  gold  in  international  trade. 

It  is  our  view,  not  that  gold  can  of  itself  solve  this  problem,  but  that  no 
satisfactory  solution  will  be  found  unless  the  proper  importance  is  attached 
to  gold  and  its  function  and  steps  are  taken  to  permit  it  to  perform  that 
function  adequately. 

The  Role  of  Gold  in  International  Trade — Gold  is  the  traditional  and  the 
only  universally  acceptable  medium  of  international  exchange,  as  well  as  the 
common  measure  of  value  to  which  national  currencies  are  related. 

Because  gold  has  been  withdrawn  from  general  circulation  among  most 
countries  of  the  western  world,  its  role  as  an  international  medium  of  exchange 
is  commonly  forgotten. 

In  effect,  the  International  Monetary  Fund  established,  with  certain  im¬ 
portant  limitations,  an  international  gold  exchange  standard.* 

Trade  balances  are  settled  in  gold.  One  of  the  chief  difficulties  which 
multilateral  trade  is  now  experiencing  is  that  national  treasuries  of  countries 
other  than  the  United  States  have  not  adequate  supplies  of  gold.  And  for 
this  the  principal  reason  is  that  gold  has  remained  priced  at  the  figure  at 
which  it  was  pegged  by  decree  of  the  President  of  the  United  States  in  1934, 
at  $35  (U.S.)  per  fine  ounce. 

One  result  has  been  the  decline  of  the  gold  mining  industry  in  all  parts 
of  the  world.  The  question  is  of  vital  concern  to  Canada  as  the  world’s  second 
largest  gold  producer. 

All  but  a  few  of  the  59  surviving  gold  producers  (compared  with  140 
in  1941)  are  being  maintained  in  existence  by  direct  aid  from  the  federal 
government.  It  is  no  exaggeration  to  assert  that  Canada  is  in  serious  danger 
of  losing  completely  an  industry  which  in  former  years  accounted  for  much 
prosperity  and  progress  and  which  pinoeered  in  the  opening  up  and  the  settle¬ 
ment  of  the  Canadian  North  where  its  mineral  wealth  is  found. 

Gold  mining  is  a  depressed  industry  everywhere  and  governments  have 
resorted  to  various  means  of  assistance. 

Limited  access  under  strictly  controlled  conditions  has  been  granted  to 
the  “premium”  markets.  The  restrictions  however  are  such  that  this  has  not 
afforded  help  to  any  but  a  few  Canadian  producers. 

Diversion  of  Gold  from  National  Treasuries — Yet  in  spite  of  all  attempts 
to  prevent  gold  from  getting  into  private  hands,  only  a  small  percentage  of 
the  world’s  newly  mined  gold  has  been  finding  its  way  to  national  treasuries. 

*  “There  is  nothing  in  the  plan  (i.e.  the  Bretton  Woods  Agreements)  that  in  any  way 
prejudices  the  prestige  or  usefulness  of  gold  as  a  means  of  settling  international  balances. 
Gold  is  still  the  international  exchange  medium  par  excellence.”  W.  T.  G.  Hackett,  Eco¬ 
nomic  Consultant,  Bank  of  Montreal. 
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According  to  an  analysis  given  in  the  Twenty- Second  Annual  Report  of  the 
Sank  of  International  Settlements  (June  1952)  some  85  per  cent  of  newly 
mined  gold  is  reaching  destinations  other  than  national  treasuries.  The  Bank’s 
report  presents  the  following  tabulation: 

millions  of  U.S.  dollars 
1951 


Gold  production 

(exclusive  of  U.S.S.R.)  .  844 

Increase  in  official  gold  reserves .  130 

“Disappeared”  gold 

(estimated  breakdown: 
industrial  uses:  220 

private  hoarding:  494  . , .  714 


Private  Ownership  of  Gold 

It  would  create  a  far  more  satisfactory  and  healthy  situation  if  govern¬ 
ments  openly  acknowledged  that  there  was  a  demand  for  private  ownership 
and  possession  of  gold  and  that  citizens  had  a  legitimate  right  to  purchase  and 
hold  it.  The  demand  is  especially  strong  in  those  countries  whose  citizens  have 
experienced  the  devaluation  of  their  currencies  and  therefore  desire  to  possess 
something  of  intrinsic  and  permanent  value. 

In  the  meanwhile  gold  is  not  being  produced  in  sufficient  quantity  either 
to  satisfy  private  demands  or  to  meet  the  requirements  of  governments. 

The  Inadequacy  of  National  Reserves 

■  We  would  draw  attention  to  a  report  entitled  “Measures  for  International 
Economic  Stability”,  prepared  for  the  Department  of  Economic  Affairs  of  the 
United  Nations  by  a  committee  of  internationally  famous  economists,  headed  by 
Dr.  James  W.  Angell  of  Columbia  University  (November  1951). 

While  the  whole  report  merits  careful  study,  we  draw  notice  in  parti¬ 
cular  to  the  contents  and  arguments  of  Chapter  IV,  “International  Monetary 
Reserves”. 

Having  pointed  out  that  international  trade  cannot  be  maintained  without 
periodic  tightening  of  fiscal  and  monetary  policies  or  of  trade  and  exchange 
restrictions,  unless  the  trading  countries  have  adequate  monetary  reserves,  the 
report  proceeds: 

Section  109 — “Our  examination  of  existing  reserves  has  convinced  us  that 
they  are  not  in  general  adequate.  The  total  reserves  of  countries  other  than 
the  United  States  are  now  much  smaller  in  relation  to  trade  than  they  were 
before  the  war.  Their  total  gold  and  official  dollar  holdings  at  mid- 1951  were 
only  one-fifth  higher  than  they  were  in  1937.  But  their  total  imports,  measured 
in  dollars,  have  recently  been  running  at  an  annual  rate  more  than  two  and 
one-half  times  as  great  as  in  1937,  largely  the  result  of  the  rise  in  prices.  Their 
imports  from  the  United  States  have  been  nearly  five  times  as  great.  Their 
reserves  can  thus  serve  as  a  buffer  only  against  much  smaller  proportionate 
fluctuations  in  trade .  .  . 

117.  “Methods  of  Increasing  Reserves — One  method  would  be  to  raise  the 
price  of  gold  uniformly  in  terms  of  all  currencies,  as  provided  for  in  the  Articles 
of  Agreement  of  the  Fund.  Measured  in  dollars,  the  official  price  of  gold  is 
no  higher  than  before  the  war,  while  prices  in  international  trade  have  doubled. 
The  effectiveness  of  a  given  gold  reserve  as  a  buffer  against  trade  fluctuations 
has  been  halved.  Increases  of  25,  50  or  100  per  cent  in  the  gold  price  would 
raise  the  reserves  of  countries  other  than  the  United  States  by  some  3,000, 
6,000  or  12,000  million  dollars. 

“118.  It  may  be  that  a  higher  gold  price  would  set  in  motion  inflationary 
forces  which  would  be  undesirable  save  at  a  time  of  deficient  effective  demand. 
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It  is,  however,  possible  by  appropriate  banking  policy  to  prevent  greater 
reserves  from  affecting  national  monetary  conditions,  at  least  where  the  banking 
system  is  sufficiently  developed.  Higher  reserves  would,  moreover,  increase 
confidence  in  many  currencies  that  have  suffered  repeated  devaluations  in  the 
last  twenty  years.  If  such  confidence  reduced  the  fear  that  every  exchange 
crisis  would  necessarily  lead  to  devaluation  followed  by  higher  prices,  the 
prevention  of  inflation  would  be  facilitated. 

“119.  A  higher  gold  price  would,  of  course,  stimulate  gold  production,  and 
this  would  in  a  sense  be  wasteful.  But  only  a  small  fraction  of  one  per  cent 
of  the  world’s  resources  would  be  involved,  and  the  loss  would  be  offset  many 
times  over  if  higher  reserves  reduced  the  danger  of  international  crises,  trade 
restrictions  and  unemployment.” 

Having  suggested  that  increasing  the  price  of  gold  is  one  method  of 
creating  more  adequate  national  monetary  reserves,  the  report  refers  to 
political  difficulties  which  might  be  encountered.  What  these  difficulties  are 
will  be  familiar  to  any  who  have  followed  many  official  and  unofficial  expres¬ 
sions  of  opinion  in  the  United  States. 

The  thesis  that  an  increase  in  the  price  of  gold  is  an  indispensable  condi¬ 
tion  of  economic  and  commercial  health  in  the  western  world  is  brilliantly 
argued  by  the  South  African  economist,  Dr.  W.  J.  Busschau,  in  his  book 
entitled  “The  Measure  of  Gold”,  (1949). 

It  is  our  belief  that  an  increase  in  the  price  of  gold  is  now  coming  within 
the  range  of  practical  politics. 

It  has  been  reported  that  several  approaches  have  been  made  to  the 
United  States  government  on  the  question  during  recent  years  by  the  British, 
French  and  other  governments. 

We  have  no  knowledge  of  the  proposals  which,  resulting  from  the  Common¬ 
wealth  Conference  of  last  year,  are  now  under  discussion  between  the  United 
States  Administration  and  the  British  and  Commonwealth  countries. 

But  we  believe  that  an  increase  in  the  price  of  gold  is  one  proposal 
which  must  have  serious  consideration. 

Hon.  Mr.  Euler:  What  are  the  objections  of  the  United  States? 

Mr.  Wansbrough:  The  objections  of  the  United  States  have  pretty  steadily 
increased  and  are,  first,  that  an  increase  in  the  price  of  gold  might  well  have 
an  inflationary  effect  upon  their  domestic  economy  which  they  are  not  prepared 
to  face;  secondly,  that  it  would  lead  to  an  equitable  distribution  of  benefit — a 
greater  benefit  going  to  those  countries  which  happen  to  be  gold  producers  or 
happen  to  have  the  larger  supplies  of  gold;  thirdly,  they  are  not  at  all  sure 
whether  it  might  not  be  putting  an  adequate  weapon  in  the  hands  of  Russia. 
Those  are  the  usual  stated  objections. 

The  value  of  all  gold  stocks  held  by  all  countries  would  thereby  be  propor¬ 
tionately  increased,  and  the  United  States  would  be  in  a  position  to  give 
supplementary  aid  in  the  form  of  gold  to  countries  who  need  it  to  achieve  and 
maintain  currency  convertibility. 

It  is  for  such  reasons  as  these,  as  well  as  for  the  welfare  of  an  important 
Canadian  industry,  that  this  Association  has  consistently  urged  the  Govern¬ 
ment  of  Canada  to  associate  itself  with  other  governments  in  pressing  for  an 
increase  in  the  price  of  gold. 

The  proposal  is  not  advanced  as  a  panacea  for  the  world’s  ills.  But,  to 
quote  Dr.  Busschau,  “it  is  in  the  interests  of  all  friendly  nations  to  trade 
freely  together  in  multilateral  system  and,  if  technical  adjustments  such  as  a 
rise  in  the  price  of  gold  can  hasten  the  return  of  such  an  open  system,  all  men 
of  good  will  must  examine  the  suggestions”. 

British  Interests  in  Canada:  During  the  past  two  years  and  particularly 
of  recent  months  many  important  and  highly  competent  British  mining  and 
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exploration  companies  have  undertaken  activities  in  Canada.  This  has  been 
made  possible  by  a  more  liberal  policy  on  the  part  of  the  Bank  of  England  and 
the  British  Government. 

It  is  suggested  that  ways  and  means  be  considered  of  giving  all  encourage¬ 
ment  to  such  enterprises.  Canadian  resources  will  be  soundly  developed  by 
such  companies,  and  the  dollars  so  earned  will  stimulate  and  sustain  Canada’s 
trade  with  Britain  and  other  countries  of  the  sterling  area. 

Canada’s  economic  ties  with  the  United  States  are  already  very  strong. 
Anything  that  can  be  done  to  fortify  our  economic  bonds  with  Great  Britain 
will  contribute  to  a  sound  balance  and  diversification  of  interests  and  strengthen 
Canada  in  her  role  as  North  American  partner  in  the  British  Commonwealth. 

The  British  Market:  It  is  of  course  of  the  greatest  importance  that  Canada 
maintain  a  foothold  in  the  United  Kingdom  market  for  its  non-ferrous  metals, 
particularly  copper,  lead  and  zinc.  It  is  therefore  a  source  of  satisfaction  to 
learn  that  as  a  result  of  recent  conferences  British  officials  have  agreed  to  an 
extension  of  the  list  of  materials  which  can  be  imported  into  Great  Britain  on 
open  general  licence;  it  is  understood  that  copper  will  be  one  of  the  items  on 
which  restrictions  will  be  removed  at  an  early  date. 

There  always  remains  the  possibility  that  if  this  resulted  in  an  embarrass¬ 
ing  drain  in  dollars,  restrictions  might  have  to  be  imposed.  But  it  is  clear 
that  the  British  Government  is  doing  all  in  its  power  and  that  we  should  be 
prepared  to  reciprocate  by  all  means  at  our  command,  and  in  particular  to 
press  for  any  measures  which  may  hasten  and  promote  currency  convertibility. 

Conclusion:  The  mineral  resources  of  Canada  have  become  a  factor  of 
world  importance.  We  wish  to  see  them  used  not  only  to  build  up  Canada 
itself  but  to  contribute  to  the  strength  of  the  free  world,  wherever  they  may 
be  required. 

As  a  great  trading  nation,  Canada  cannot  prosper  unless  firm  foundations 
of  multilateral  trade  are  secured  and  assured. 

As  steps  toward  this  end,  it  is  necessary  to  continue  to  negotiate  for  the 
removal  of  obstructive  trade  barriers;  to  encourage  investment  in  Canada  by 
countries  of  the  sterling  area;  to  maintain  stable  currency  relationships  and 
to  raise  the  price  of  gold,  as  one  measure  towards  creating  adequate  national 
monetary  reserves  and  currency  convertibility. 

It  is  suggested  that  by  moving  and  influencing  other  countries  to  move 
along  these  lines,  Canada  will  not  only  advance  its  own  interests  but  will 
contribute  substantially  and  constructively  to  the  promotion  of  international 
trade  and  the  economic  prosperity  of  nations  of  the  western  world.  (See  Appen¬ 
dix  C). 

The  Chairman:  Do  any  honourable  senators  wish  to  ask  questions  of  the 
witness? 

Hon.  Mr.  Turgeon:  Have  any  figures  been  given  to  the  world  at  all  since 
the  end  of  the  last  war  as  to  the  production  of  gold  in  Russia  and  Russian- 
held  territory? 

Mr.  Wansbrough:  Not  to  my  knowledge,  senator,  have  any  been  given 
in  which  anybody  puts  any  reliance.  I  saw  a  figure  recently  that  suggested 
that  Russia’s  gold  production  was  2  million  ounces  per  year.  Ours  is  some¬ 
thing  like  4|  billion  ounces  of  gold  per  year;  but  I  do  not  believe  anybody 
would  really  put  any  credence  in  any  such  figures,  which  are  really  not  more 
than  guesses. 

Hon.  Mr.  Kinley:  How  do  you  account  for  the  American  tariff  restrictions 
on  base  metals  that  they  do  not  produce  themselves?  What  would  be  their 
object? 

Mr.  Wansbrough:  Mr.  Chairman,  this  is  a  point  upon  which  I  should 
like  to  call  in  reinforcements. 
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The  Chairman:  Certainly,  sir. 

Mr.  Wansbrough:  I  should  like  to  ask  Mr.  Bateman,  who  is  more  familiar 
probably  than  anybody  else  in  this  country  with  these  questions,  if  he  would 
care  to  answer  that  question. 

The  Chairman:  Will  you  come  forward,  Mr.  Bateman?  Would  you  ask 
the  question  again,  honourable  senator? 

Hon.  Mr.  Kinley:  How  would  you  account  for  the  American  tariff  barriers 
against  base  metals  that  are  not  produced  in  their  own  country?  Their  policy 
is  to  bring  in  the  raw  materials  at  the  lowest  possible  rate,  I  understand. 

Mr.  Bateman:  Well,  in  all  the  base  metals  they  are  important  producers. 

Hon.  Mr.  Kinley:  Not  in  nickel,  are  they? 

Mr.  Bateman:  Except  nickel,  yes.  They  are  not  self-sufficient  in  the 
primary  metals,  copper,  lead  and  zinc;  they  have  to  import  a  certain  per¬ 
centage  of  their  requirements — approximately  30  per  cent — in  order  to  meet 
their  own  needs. 

There  has,  however,  been  a  decline  in  the  price  particularly  of  lead  and 
zinc.  The  desire  to  protect  their  own  industries  arises  particularly  in  the 
west  from  some  of  the  high  cost  producers.  True,  in  most  cases  their  pro¬ 
duction  in  the  United  States  is  not  a  very  important  factor;  but,  as  you  probably 
know,  the  pressure  groups  in  the  west — that  is  the  silver  block,  the  wool  block 
and  the  mining  block — all  work  together.  The  theory  behind  this  is  to 
protect  their  own  industries. 

I  do  not  think  that  special  consideration  has  been  given  to  the  adverse 
effect  upon  American  industry.  For  instance,  in  these  proposals  under  the 
Simpson  Bill,  they  want  to  establish  a  base  price  of  15£  cents  for  lead  and 
zinc,  which  some  of  them  believe  is  the  minimum  price  to  operate  their 
properties  profitably.  The  present  price  of  zinc  is  11  cents;  so  that  would  add 
another  4J  cents  per  pound  to  the  cost  to  the  American  consumer.  With 
the  American  consumption  somewhere  in  the  order  of  more  than  a  million 
tons  a  year,  that  would  mean  an  added  cost  to  the  consumer  of  some  $90 
million. 

The  effect  of  this  proposal  on  the  sliding  scale  is  rather  extraordinary  in 
some  respects.  In  the  case  of  zinc  concentrates,  for  instance,  the  present  price 
of  domestic  zinc  in  the  United  States  is  11  cents,  and  the  duty  on  zinc  con¬ 
centrates  is  3-99  cents  per  pound,  but,  I  would  point  out,  our  producers 
realize  only  about  3|  to  4  cents  a  pound.  You  can  readily  see  that  the  duty 
would  cut  off  the  shipments  of  concentrates  to  American  smelters,  which 
cannot  operate  without  these  important  concentrates. 

Hon.  Mr.  Kinley:  Is  there  perhaps  not  an  element  of  protection  for 
Canada  in  these  duties? 

Mr.  Bateman:  No. 

Hon.  Mr.  Kinley:  For  instance,  Canada  is  right  next  to  the  United  States, 
and  if  we  got  over  without  duty  some  other  country  might  do  the  same  thing. 

Mr.  Bateman:  No;  the  United  States  has  no  consideration  for  Canada  in 
these  things.  They  are  thinking  only  of  a  limited  group  in  their  country. 

Hon.  Mr.  Kinley:  How  do  they  deal  with  tin? 

Mr.  Bateman:  Tin  is  free. 

Hon.  Mr.  Kinley:  That  comes  mostly  from  South  America,  does  it? 

Mr.  Bateman:  From  the  Far  East  and  the  Middle  East. 

Hon.  Mr.  Horner:  Do  they  get  any  from  Malaya? 

Mr.  Bateman:  Yes;  they  have  to  buy  from  all  the  tin  sources  of  the  world, 
Malaya,  Indo-China  and  all  the  other  producing  countries. 
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Hon.  Mr.  Kinley:  But  they  do  not  give  us  a  quota  on  which  there  is  a  lower 
tariff? 

Mr.  Bateman:  No. 

Hon.  Mr.  Kinley:  They  do  that  with  some  products  in  order  not  to 
interfere  with  their  own  production. 

Mr.  Bateman:  There  is  no  quota  and  there  is  no  consideration  for  Canada 
in  these  proposals.  The  fact  that  we  are  a  close  neighbour  and  handy  to  the 
United  States,  and  it  would  be  cheap  and  easy  to  ship,  is  not  a  factor. 

Hon.  Mr.  Euler:  There  is  a  small  duty  on  nickel,  is  there  not? 

Mr.  Bateman:  One  and  a  half  cents  a  pound. 

Hon.  Mr.  Euler:  That  does  not  really  hurt  Canadian  industry  very  much, 
does  it,  because  we  have  to  have  our  nickel  anyway  and  it  gives  them  a  bit  of 
revenue. 

Mr.  Bateman:  That  is  true.  Of  course  there  is  really  no  more  excuse  for 
the  tariff  on  nickel,  than  there  would  be  for  a  tariff  on  tin. 

Hon.  Mr.  Kinley:  Of  course  the  nickel  industry  in  this  country  is,  I  sup¬ 
pose,  owned  by  American  interests. 

Mr.  Bateman:  No,  no.  For  instance,  I  am  a  shareholder  myself,  and  I  am 
a  Canadian. 

Hon.  Mr.  Haig:  I  am  a  shareholder  too. 

Hon.  Mr.  Kinley:  How  big  a  factor  is  bauxite  in  the  manufacturing  of 
nickel  in  Canada? 

Mr.  Bateman:  That  has  to  do  with  aluminum. 

Hon.  Mr.  Kinley:  What  about  the  Kitimat  development  at  British 
Columbia? 

Mr.  Bateman:  That  too  is  aluminum. 

Hon.  Mr.  Haig:  It  is  Sherritt-Gordon  that  produces  nickel. 

Hon.  Mr.  Burchill:  Mr.  Chairman,  this  brief  is  an  excellent  document, 
and  we  are  very  much  indebted  to  these  gentlemen  for  coming  here  and  giving 
us  information  that  every  Canadian  should  have.  I  am  interested  in  the 
remarks  of  the  witness  on  the  effect  of  gold  on  international  currencies.  Some 
of  us  remember  the  days  when  the  pound,  for  instance,  was  tied  to  gold.  Is 
that  not  so? 

Mr.  Bateman:  Yes. 

Hon.  Mr.  Burchill:  We  have  moved  from  that  until  today  we  are  not 
interested  in  Britain’s  reserves  of  gold;  all  we  want  to  know  is  how  many 
Canadian  or  American  dollars  she  has.  Gold  seems  to  have  disappeared 
entirely. 

The  Chairman:  I  think  Britain  has  a  lot  of  gold  reserves  today. 

Hon.  Mr.  Burchill:  But  what  effect  has  the  national  gold  reserves  on  the 
currency  of  any  country  today? 

Hon.  Mr.  Haig:  If  they  have  enough  gold  they  can  buy  our  goods. 

Mr.  Bateman:  I  have  my  own  ideas  on  the  question,  but  I  would  not  be 
prepared  to  express  them. 

Hon.  Mr.  Turgeon:  Bearing  out  what  Senator  Burchill  has  said,  it  will 
be  remembered  that  a  few  years  ago,  shortly  after  the  announcement  of  the 
Marshall  Plan  for  European  aid,  the  then  Foreign  Minister  of  Great  Britain 
suggested  that  the  best  way  to  give  aid  would  be  to  lend  to  the  United  Kingdom 
and  other  countries.  How  does  that  relate  to  the  question  asked  by  Senator 
Burchill? 
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Mr.  Wansbrough:  Might  I  call  for  further  reserves,  Mr.  Chairman,  in  the 
person  of  Mr.  Birks,  who  is  prepared  to  deal  with  the  gold  question. 

Mr.  R.  T.  Birks:  Mr.  Chairman,  I  am  glad  to  have  the  opportunity  of 
saying  what  I  know  on  the  gold  question.  During  the  war,  you  will  recall 
that  a  certain  British  economist  stated  that  there  were  only  two  people  who 
understood  international  finance.  He  was  one,  and  he  was  not  sure  who  the 
other  one  was. 

On  this  question  of  gold,  I  can  look  back  to  the  time  when  the  Right 
Honourable  Mr.  Bennett  told  us  gold  miners  that  we  had  saved  the  national 
credit  of  Canada,  because  gold  was  one  commodity  that  could  be  sold  in  the 
United  States  in  almost  endless  quantities;  they  would  take  it  at  $35  per 
ounce  without  any  restrictions,  quotas  or  tariffs.  Speaking  as  a  gold  miner, 
and  seeing  the  way  trade  doors  are  being  closed  against  us,  I  have  a  feeling 
that  maybe  gold  miners  will  again  help  to  save  the  credit  of  Canada  in  the 
not-too-distant  future. 

One  complaint  we  have  is  that  we  do  not  want  to  sell  gold  at  $35  an 
ounce  when  it  may  have  a  real  or  contingent  value  of  $52  or  $55  an  ounce, 
which  is  the  price  which  gold  is  commanding  in  a  lot  of  the  markets  of  the 
world  today. 

In  this  hemisphere  we  are  not  used  to  gold,  in  the  sense  that  restrictions 
have  been  placed  upon  the  holding  of  gold;  but  when  we  get  to  Europe  we 
find  that  the  French  peasants,  for  example,  are  terrific  hoarders  of  gold.  It  is 
estimated  that  they  hoarded  about  half  a  billion  dollars  worth  of  gold  last 
year,  and  the  further  east  one  goes  the  keener  is  the  demand  for  gold. 

It  is  not  generally  known — although  you  gentlemen  here  are  well  aware 
of  the  fact — that  the  Standard  Oil  Company  of  New  Jersey  has  to  pay  Iraq 
and  Arabia  in  gold  sovereigns.  They  will  not  accept  any  other  currency;  and 
it  is  reported  that  one  of  the  sources  of  dispute  between  Iran  and  Great 
Britain  is  that  Iran  wants  gold  sovereigns,  which  some  of  her  neighbors  are 
getting,  and  which  Britain  at  the  moment  is  not  prepared  to  pay.  So  that 
we  feel  that  gold  has  a  great  value  and  is  a  commodity  which  under  normal 
conditions  can  be  exchanged  freely  between  countries.  Any  country  will , 
accept  it  without  any  tariff,  without  any  regulation.  You  get  an  immediate 
credit,  and  you  can  buy  whatever  you  like  in  that  particular  country. 

The  Chairman:  Yon  can  buy  any  currency  in  the  world  with  gold. 

Mr.  Birks:  You  can  buy  any  currency  in  the  world  with  gold.  Yes. 

The  Chairman:  It  is  a  sure  thing.  You  have  a  sure  bet. 

Mr.  Birks:  I  have  one  suggestion  to  make  to  the  committee.  At  the 
present  time  a  certain  number  of  gold  miners  are  allowed  to  export  gold.  We 
have  to  go  through  what  we  may  term  a  lot  of  skullduggery. 

We  take  refined  gold:  it  has  to  be  debased  to  22  carats,  under  the  nominal 
plea  that  it  is  going  to  be  used  for  industrial  purposes.  It  is  shipped  to 
Switzerland,  then  refined  back  to  its  original  fineness  of  99*8  per  cent;  then 
it  is  smuggled  into  France,  and  sold  mostly  in  France.  However,  recently 
there  has  developed  a  tremendous  practice  of  retaining  it  in  Switzerland  and 
turning  it  into  British  sovereigns  and  French  napoleons  and  Mexican  $10 
pieces.  But  the  smugglers — shall  we  call  them — who  are  doing  that  are 
then  receiving  about  $50  to  $60  an  ounce  for  their  gold,  because  the  minted 
coins  have  that  much  more  value.  It  is  also  significant — if  you  read  the 
Wall  Street  Journal — that  the  government  endeavoured  to  prosecute  these 
gentlemen  for  counterfeiting,  and  the  Swiss  courts  and  the  Italian  courts  said 
“They  are  not  counterfeiting.  Gold  is  not  currency.  As  long  as  they  are 
delivering  sovereigns  of  the  proper  weight  and  fineness  it  is  not  counter¬ 
feiting  in  any  way”.  As  a  matter  of  fact,  if  you  tendered  a  sovereign  in 
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England  to  buy  a  hat  you  would  likely  be  arrested;  so  it  really  is  not  cur¬ 
rency.  The  result  is  that  this  association,  shall  we  say,  of  international 
smugglers  are  making  anywhere  from  $10  to  $15  on  the  gold  that  is  being 
sold  by  Canadian  miners  at  the  present  time,  and  they  say  there  is  an 
absolutely  unlimited  market  for  it,  whether  it  is  in  India,  or  even  in  China, 
for  it  is  being  shipped  in  large  quantities  to  China  at  the  present  time.  It 
must  be  borne  in  mind  that  all  these  European  countries  have  no  currency. 
They  do  not  trust  paper.  And  in  the  Far  East  the  gold  coin  is  a  real  possession. 
That  is  the  reason  we  think  there  should  be  a  higher  price  for  gold. 

If  I  might  add  one  constructive  suggestion,  Mr.  Chairman— 

The  Chairman:  Certainly. 

Mr.  Birks:  I  would  like  to  suggest  for  the  consideration  of  this  committee 
that  we  celebrate  the  Coronation  year  by  coining  discs  of  about  one  ounce, — 
call  them  “Elizabeth”  if  you  will — certify  that  they  are  one  ounce  of  pure  gold, 
so  many  milligrams,  and  let  us  have  a  free  market,  so  that  people  can  come 
in  here  and  buy  them, — in  fact,  outsiders,  resident  and  non-residents.  Have  a 
free  market  for  gold.  My  impression  is  that  they  woud  sell  for  about  50  per 
cent  above  the  regular  price,  because  gold  is  in  unlimited  demand;  and  as  a 
gold  miner  I  am  quite  satisfied  to  stand  or  fall  by  a  free  market  in  the  com¬ 
modity,  without  any  restrictions  as  to  ownership  or  export  or  anything  of  that 
kind. 

Hon.  Mr.  Euler:  Could  you  do  then  without  a  Dominion  subsidy? 

Mr.  Birks:  Very  easily,  I  hope. 

Hon.  Mr.  Kinley:  They  are  doing  that  with  silver.  They  are  giving 
“Elizabeth”  silver  dollars  as  a  premium  now. 

Mr.  Birks:  Yes.  I  would  hesitate  to  produce  coins  of  the  value  of  gold 
dollars,  that  is  to  say  $35  or  $50  gold  pieces.  My  suggestion  would  be  that  we 
just  call  them  “Elizabeths”  and  make  sure  that  they  are  one  ounce  of  gold, 
certified  by  the  Dominion  of  Canada  or  some  other  responsible  authority,  and 
let  the  people  hold  them. 

Hon.  Mr.  Kinley:  The  question  was  asked  of  me  in  the  north  country,  why 
cannot  we  coin  gold?  What  harm  could  it  do  to  the  country?  I  could  not 
find  an  answer. 

Mr.  Birks:  We  do  not  know  where  a  free  market  would  put  us.  But  if 
we  coined  a  disc  of  this  kind,  so  many  milligrams,  I  think  sooner  or  later  the 
government  would  be  glad  to  come  and  fix  a  fair  price  for  gold.  It  might  be 
best  for  all  parties  concerned.  In  the  meantime  we  would  gain  what  that 
commodity  is  worth,  and  it  would  bring,  I  am  sure,  all  the  hoarders  in  the 
world  who  are  now  hoarding  gold  definitely  into  the  Canadian  market,  and  we 
would  have  a  free  market  here  for  gold  that  would  be  of  world-wide  dimensions. 

The  Chairman:  In  other  words,  bypass  the  smugglers? 

Mr.  Birks:  Bypass  the  smugglers.  That  is  exactly  what  we  would  do„ 
sir.  We  would  bypass  entirely  all  these  people  who  are  now  dealing  in  gold. 
I  do  not  think  that  the  mines  are  getting  really  a  free  market  in  gold.  I  think 
it  is  being  operated  by  something  approaching  a  cartel,  or  something  to  that 
effect.  I  am  told  that  in  France,  where  the  biggest  market  is,  they  work 
somewhat  on  the  principle  of  Lloyd’s.  When  a  gold  shipment  is  available,  one 
dealer  says,  “I  will  take  3  per  cent”,  another  dealer  says  “I  will  take  6  per 
cent”,  and  so  on.  If  we  are  dealing  with  the  same  people  at.  all  times  I  doubt 
if  there  is  a  free  market  for  gold  in  the  gold  bar.  Of  course  it  takes  an  assayer 
to  say  whether  a  gold  bar  is  99-9/10ths  pure.  If  you  had  a  coin,  a  dies  and 
tossed  it  on  the  table,  everybody  would  know  it  was  pure,  and  take  it  accord¬ 
ingly. 
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Hon.  Mr.  Horner:  What  action  would  the  United  States  take  supposing 
we  were  to  implement  the  suggestion  you  make,  of  coining  some  gold? 

Mr.  Birks:  It  is  against  the  rules  of  the  International  Monetary  Fund. 

Hon.  Mr.  Horner:  We  are  all  tied  up. 

Mr.  Birks:  But,  frankly,  I  do  not  place  much  confidence  in  the  International 
Monetary  Fund,  because  they  are  now  permitting  us  to  go  through  this 
skullduggery,  debasing  the  gold,  and  having  it  refined,  and  finding  its  way 
into  France.  They  are  just  putting  their  blind  eye  to  the  telescope.  They 
know  it  is  being  done. 

Hon.  Mr.  Horner:  But  if  we  attempted  to  do  it,  the  United  States  would 
threaten  or  institute  all  kinds  of  reprisals,  and  in  effect  forbid  us  to  proceed 
in  that  way? 

Mr.  Birks:  It  is  just  a  question  how  long  we  are  going  to  be  tied  to  the 
chariot  wheels  of  the  United  States.  As  I  said  in  a  deputation  to  the  Cabinet 
at  one  time,  “I  would  like  to  know  which  of  these  gentlemen  has  to  be  elected 
in  an  American  constituency.”  They  did  not  have  any  answer  to  that;  they 
have  to  be  elected  in  Canada. 

The  Chairman:  The  United  States  alone  do  not  run  that  Monetary  Fund. 

Mr.  Birks:  The  United  States  have  the  biggest  interest  in  it.  Note  that 
Chancellor  Butler,  Anthony  Eden  and  Winston  Churchill  are  all  in  favour  of 
a  higher  price  for  gold.  South  Africa,  of  course,  is  in  favour  of  it;  and  at  a 
recent  conference  of  the  International  Monetary  Fund  in  South  Africa,  South 
Africa  raised  the  question,  and  Secretary  Snyder  at  once  vetoed  it.  Their 
arguments,  as  Mr.  Wansborugh  very  wisely  pointed  out,  are  three.  First  they 
say  that  it  would  be  regarded  as  inflationary  in  their  country,  and  they  are 
a  little  concerned  about  the  advantage  it  would  give  to  the  gold-producing 
countries.  We  must  bear  in  mind  that  the  British  Commonwealth  of  nations 
is  the  greatest  gold-producing  group  in  the  world.  This  group  includes  such 
gold-producing  countries  as  South  Africa  and  Canada. 

Hon.  Mr.  Horner:  And  Australia. 

Mr.  Birks:  Yes.  Russia  is  mentioned  here,  and  from  the  information 
I  have  about  that  country  I  believe  the  figures  mentioned  by  Mr.  Wansborough 
are  likely  correct.  But  we  have  no  idea  of  the  cost.  We  know  that  cost  does 
not  mean  anything  to  Russia.  If  they  say  they  want  one  ounce  of  gold  it  would 
not  make  any  difference  to  them  whether  it  cost  them  $60  or  $70.  A  short 
time  ago  Russia  announced  that  they  were  going  to  begin  some  kind  of  a  gold 
ruble.  They  wanted  to  get  on  the  gold  standard.  My  own  impression  is  that 
the  quickest  way  to  make  Russia  give  up  is  to  have  free  gold,  for  I  do  not  think 
she  could  stand  the  pressure. 

Hon.  Mr.  Kinley:  The  United  States  has  an  enormous  supply,  has  she  not? 

Mr.  Birks:  $23  billion. 

Hon.  Mr.  Kinley:  The  United  States  would  be  in  the  circle  of  nations  that 
would  benefit. 

Mr.  Birks:  They  would  benefit  the  most  because  unquestionably  they  have 
the  largest  supply  of  gold  in  the  world. 

Hon.  Mr.  Kinley:  The  United  States  money  is  the  only  money  that  is 
redeemable  by  gold. 

Mr.  Birks:  There  is  the  Swiss  franc. 

Hon.  Mr.  Kinley:  Why  would  Canadian  money  not  be  redeemable  by  gold? 
Would  that  be  under  an  international  agreement? 

Mr.  Birks:  American  money  is  not  actually  redeemable  in  gold.  You  have 
gold  bars  to  back  up  the  money,  but  you  cannot  get  ten  or  twenty  dollar  pieces 
in  gold.  They  would  sell  you  gold  for  commercial  purposes  after  they  investi- 
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gate  very  carefully  that  it  is  for  commercial  purposes.  By  way  of  another 
subterfuge  they  make  long  gold  chains  and  gold  elephants  and  ship  them  off 
to  Bangkok,  Malaya,  and  other  places,  and  get  fancy  prices  for  them. 

Hon.  Mr.  Gouin:  What  is  the  reference  in  the  brief  to  countries  which  are 
permanent  markets? 

Mr.  Birks:  You  will  notice  almost  every  newspaper  carries  a  report  from 
Paris,  France,  where  the  price  of  gold  is  now  fixed.  The  price  has  been  as 
high  as  $39  or  $40  an  ounce  recently,  but  it  has  slumped  to  $37  an  ounce, 
which  is  still  $2  an  ounce  above  what  we  pay  for  it  here.  Our  government 
pays  us  in  the  equivalent  of  United  States  funds,  so  that  gold  mines,  for 
example,  have  been  taking  a  discount  on  their  product  for  the  last  few  months. 
We  get  paid  $35  an  ounce  less  the  current  week’s  average  rate  of  discount. 
For  those  of  us  who  have  long  memories,  this  is  fine  so  long  as  they  will  pay 
us  in  American  dollars  when  the  exchange  swings  the  other  way.  At  that  time 
we  will  be  glad  to  take  the  benefit. 

Hon.  Mr.  Kinley:  Why  should  the  United  States  fix  the  price  of  gold  when 
they  are  not  a  producer?  Should  not  the  producers  do  that? 

Mr.  Birks:  Our  government  and  all  governments  were  under  the  impres¬ 
sion  that  the  United  States  was  the  only  place  where  you  could  ship  in  gold 
bricks  in  quantity  and  get  American  dollars  for  them.  I  understand  that  our 
government  had  a  rude  awakening  when  they  found  out  the  demand  for  this 
free  market.  When  we  asked  the  Minister  of  Finance  to  give  it  to  us  parti¬ 
cularly  for  our  base  metal  mines,  which  did  not  share  in  the  gold  subsidy, 
we  were  told  “You  will  find  the  gold  market  is  a  snare  and  delusion.”  That 
is  not  the  case.  They  shipped  over  a  million  ounces  last  year  at  anywhere 
from  5  or  10  cents  above  the  price  paid  by  the  Mint.  The  government  was 
somewhat  surprised  to  find  the  extent  and  width  of  that  market. 

Hon.  Mr.  Campbell:  Mr.  Birks,  is  it  not  almost  essential  that  there  be  a 
minimum  price  for  gold  and  a  ready  market  available? 

Mr.  Birks:  I  would  say  so,  if  you  had  a  really  free  market.  I  think  we 
could  stand  and  fall  on  a  free  market  because  countries  would  buy  gold  in 
order  to  correct  their  exchange  position.  For  example,  in  that  organization  of 
western  powers  including  Luxembourg  and  Belgium,  there  is  a  provision  that 
the  balance  at  the  end  of  each  month  has  to  be  paid  in  gold.  They  have  to 
have  a  balance  for  it. 

Hon.  Mr.  Campbell:  That  is  pretty  revolutionary  thinking  because  we 
have  always  had  a  fixed  price  of  gold  in  relation  to  the  value  of  the  currency 
of  the  country. 

Mr.  Birks:  We  have  always  fixed  it.  In  order  to  prevent  these  gyrations 
of  currency,  if  we  had  a  fixed  price  of  gold  at  a  fair  price  you  would  not  have 
a  wide  fluctuation  of  gold,  and  it  would  be  much  better.  There  was  a  time 
when  the  sovereign  was  worth  4.86§  in  gold  and  the  United  States  Eagle  was 
fixed  at  $10,  and  they  just  valued  them  back  and  forth  in  terms  of  each  other, 
depending  upon  the  vicissitudes  of  trade  and  commerce  from  month  to  month. 
I  think  that  would  prevent  the  wide  gyrations  in  exchange  which  present 
difficult  problems.  You  have  to  gamble  on  exchange  now  and  it  is  hard  to 
carry  on  business  under  these  conditions.  Frankly,  I  believe  the  ideal  condition 
would  be  to  fix  a  higher  price  for  gold  because  commodity  prices  have  risen 
nearly  200  per  cent.  Since  the  price  of  gold  was  fixed  at  $35  an  ounce.  An 
Ounce  of  gold  will  buy  only  about  half  the  number  of  bushels  of  wheat  that 
it  would  in  1935.  I  think  the  ideal  arrangement  would  be  to  have  a  fixed  price 
for  gold  all  over  the  trading  world,  and  if  we  fixed  it  high  enough  it  would 
help  good  old  Great  Britain,  for  instance,  to  fix  her  own  gold  resources.  Our 
own  government  is  to  be  congratulated,  for  it  has  more  gold  on  hand  now  than 


178 


STANDING  COMMITTEE 


at  any  time  since  confederation.  In  days  gone  by,  we  used  to  ship  gold  to 
Washington  before  the  bricks  were  cold,  but  nowadays  Mr.  Abbott  is  holding 
on  to  his  gold  religiously. 

Hon.  Mr.  Kinley:  He  does  not  need  it  now. 

Mr.  Birks:  He  may  if  the  exchange  goes  against  us. 

Hon.  Mr.  Kinley:  The  story  we  were  told  about  the  export  of  minerals  is 
not  quite  right.  I  think  it  looks  very  good. 

The  Chairman:  There  has  been  no  evidence  of  Russia  offering  gold  to  the 
free  world. 

Mr.  Birks:  Not  that  we  know,  but  we  do  know  that  when  Russia  overran 
all  the  western  countries  the  first  place  they  stopped  was  the  National  Bank. 
They  picked  up  all  the  gold  bars  and  all  the  gold  coins  that  could  be  found, 
and  all  the  European  countries  they  have  overrun  have  been  stripped  of  all 
their  gold.  That  is  one  way  we  have  of  arriving  at  their  treasury,  because  we 
know  how  much  they  stole  from  Germany,  Czechoslovakia,  and  Austria.  They 
just  backed  their  trucks  up  to  the  First  National  Banks,  and  with  the  threat 
of  machine  guns,  they  cleared  all  the  gold  out.  That  gold  is  now  in  Russia. 

Hon.  Mr.  Campbell:  Are  you  familiar  enough  with  the  gold  question  to 
be  able  to  say  what  effect  an  increase  in  the  price  of  gold  would  have  upon 
the  economy  of  the  United  States  under  present  conditions  where  the  United 
States  dollar  is  not  definitely  tied  to  gold? 

Mr.  Birks:  I  am  not,  sir,  but  I  think  the  economic  committee  have  reported 
that  if  it  were  properly  handled  there  would  be  no  inflationary  tendency.  That 
is  contained  in  the  report  by  the  committee  of  experts  of  the  United  Nations. 
We  feel  that  it  would  not  disrupt  the  American  economy. 

Hon.  Mr.  Campbell:  I  never  quite  saw  how  it  would,  but  I  would  like 
somebody  to  elaborate  on  it. 

Mr.  Birks:  There  is  one  thing  that  might  be  said.  There  was  a  certain 
well-founded  rumour  that  Great  Britain  and  France  and  the  other  countries 
proposed  to  the  United  States  that  they  revalue  their  gold  from  23  billion — 
increase  it  50  per  cent,  which  would  be  about  11  billion,  and  give  them  the 
11  billion  for  their  foreign  aid,  and  so  on,  and  then  it  would  cost  the  American 
taxpayers  nothing. 

Hon.  Mr.  Euler:  That  gold  does  not  all  belong  to  the  United  States,  does  it? 

Mr.  Birks:  The  23  billion  does.  For  our  figuring,  23  billion  belongs  to  them. 
Incidentally,  they  have  not  gained  anything  in  the  last  year  or  two,  have  they, 
Mr.  Wansbrough? 

Mr.  Wansbrough:  No. 

Hon.  Mr.  Turgeon:  I  understand  that  the  United  States  is  afraid  that  Russia 
might  start  an  influx  of  gold.  Supposing  the  price  went  up  and  the  United 
States  refused  to  buy  new  gold,  what  would  be  the  effect  of  that? 

Mr.  Birks:  I  would  think  that  the  United  States  should  not  be  saddled 
with  the  responsibility.  I  think  the  prices  should  be  so  many  shillings  in 
England,  so  much  in  the  United  States  and  so  much  in  France. 

Hon.  Mr.  Turgeon:  If  the  United  States  refused  to  buy,  would  the  other 
countries  be  afraid  to  buy? 

Mr.  Birks:  I  don’t  think  so,  sir.  I  do  not  see  why  they  should.  It  is  the 
best  currency  in  the  world.  For  example,  I  do  not  see  why  Canada  should 
hesitate.  There  is  another  story,  that  when  the  United  States  was  complaining 
about  the  price  of  tin  and  rubber  in  the  Malay  Peninsula  the  suggestion  was 
made  that  they  offer  gold.  They  did  make  a  tentative  offer  of  gold,  and  when 
they  found  the  terrific  price  gold  commanded  they  withdrew  the  offer  right 
away,  because  in  the  far  east  and  in  the  north  east  the  people  like  gold  coins, 
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they  have  not  got  banks,  and  a  dowry  for  a  daughter,  and  an  accumulation  of 
gold  coins  to  wear  around  her  neck,  and  things  of  that  kind,  appeals  to  them; 
and  the  French  are  the  greatest  hoarders  of  gold  in  the  world,  and  they  have 
reason  to,  because  they  have  seen  their  franc  go  down  to  a  nickel. 

Hon.  Mr.  Kinley:  I  had  a  Polish  man  working  for  me;  he  was  a  prisoner 
in  Germany,  and  afterwards  got  to  Siberia  and  then  to  Greece.  One  day  he  said 
to  me,  “Mr.  Kinley,  is  there  no  gold?”  I  said,  “Gold  in  this  country — that  is 
only  a  nuisance.”  “Oh”,  he  said,  “gold  is  gold,  Mr.  Kinley.”  I  always  think 
of  that.  He  knew. 

Mr.  Birks:  It  is  a  good  point,  and  another  weakness  is  that  we  take  our 
gold  here  and  put  it  in  one  spot,  whether  Fort  Knox  or  Ottawa,  and  if  a  foreign 
country  took  over  they  would  take  that  gold;  but  they  didn’t  in  France  because 
the  peasants  put  it  under  apple  trees  and  everywhere  else,  and  that  is  one  reason 
they  came  back  because  they  had  the  cash  and  the  gold  immediately  available. 

The  Chairman:  We  take  it  out  of  a  hole  where  we  can  get  it  and  put  it 
in  a  hole  where  we  can’t  get  it. 

Hon.  Mr.  Burchill:  From  the  gold  mining  standpoint,  you  would  be  willing 
to  take  your  chance  if  all  restrictions  were  removed,  and  go  ahead  and  sell  it? 

Mr.  Birks:  Give  us  a  free  market  and  we  will  stand  or  fall.  We  don’t 
expect  any  particular  preference.  We  should  stand  or  fall.  If  some  are  allowed 
to  hold  it,  non-residents  are  allowed  to  take  it  out,  and  buy  it,  and  so  on, 
I  think  the  industry  as  a  whole  would  be  perfectly  satisfied,  and  I  think  it 
would  be  a  grand  thing  for  the  country. 

The  Chairman:  Any  other  questions? 

Hon.  Mr.  Campbell:  I  had  a  question  to  ask  on  the  other  metals.  Mr. 
Bateman,  I  notice  in  the  figures  in  the  index  of  the  brief  presented  here  that  we 
have  substantially  increased  our  percentage  of  exports  of  base  metals  to  the 
United  States  in  1952  as  compared  to  1937  and  1939. 

Mr.  Bateman:  Yes. 

Hon.  Mr.  Campbell:  And  that  the  percentages  to  the  U.K.  have  fallen  off. 

Mr.  Bateman:  That  is  right. 

Hon.  Mr.  Campbell:  I  think  you  said  that  we  got  about  30  per  cent  of  the 
United  States  business. 

Mr.  Bateman:  No,  I  said  the  United  States  required  imports  to  the  extent 
of  30  per  cent  of  their  requirements. 

Hon.  Mr.  Campbell:  What  does  our  business  with  them  amount  to? 

Mr.  Bateman:  I  would  think  about  50  per  cent  of  their  import  require¬ 
ments. 

Hon.  Mr.  Campbell:  And  what  about  the  U.K.? 

Mr.  Bateman:  Oh,  the  U.K. — their  imports  from  Canada  would  be  about 
25  per  cent  of  their  requirements. 

Hon.  Mr.  Campbell:  What  about  Canada? 

Mr.  Bateman:  That  is  25. 

Hon.  Mr.  Campbell:  Is  there  any  significance  in  the  change  of  figures 
between  1937  and  1939  as  compared  to  1952  shown  in  this  appendix? 

Mr.  Bateman:  Well,  there  is  this,  that  from  1937  to  1939  we  had  practi¬ 
cally  no  exports  to  the  United  States.  For  instance,  we  did  not  ship  a  pound  of 
copper  to  the  United  States  at  that  time.  Seventy  per  cent  of  our  exports  of 
copper  went  to  U.K.  It  was  an  unfortunate  thing  to  have  so  many  eggs  in  one 
basket,  and  it  is  correspondingly  unfortunate  to  have  ourselves  so  dependent 
upon  the  United  States  at  the  present  time. 
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Hon.  Mr.  Kinley:  We  do  not  produce  enough  steel  for  our  own  use  in 
Canada,  do  we? 

Mr.  Bateman:  No. 

Hon.  Mr.  Kinley:  How  much  do  we  import  from  the  United  States? 

Mr.  Bateman:  I  am  not  an  authority,  but  I  think  somewhere  around  a 
million  to  a  million  and  a  half  tons. 

Hon.  Mr.  Kinley:  What  per  cent  would  that  be  of  our  production? 

Mr.  Bateman:  We  produce  roughly  4  million. 

Hon.  Mr.  Kinley:  Therefore,  we  require  25  per  cent? 

Mr.  Bateman:  Roughly. 

Hon.  Mr.  Kinley:  Of  course,  we  could  not  expect  to  produce  on  a  larger 
scale  in  this  country  because  of  the  limited  market. 

Hon.  Mr.  Campbell:  Is  the  price  that  we  receive  in  the  United  States  for 
our  base  metals  more  favourable  than  the  U.K.  price? 

Mr.  Bateman:  Copper,  we  have  been  receiving  a  little  more  in  Great 
Britain  than  we  have  in  the  United  States.  With  zinc  and  lead  we  receive  more 
in  the  United  States. 

Hon.  Mr.  Campbell:  What  about  the  competition  in  so  far  as  the  British 
market  is  concerned? 

Mr.  Bateman:  There  has  been  the  reopening  of  the  London  Metal 
Exchange.  London  has  again  resumed  its  position  of  making  the  market. 

Hon.  Mr.  Campbell:  The  world  market: 

Mr.  Bateman:  For  the  free  world. 

Hon.  Mr.  Campbell:  Yes,  the  world  market. 

Mr.  Bateman:  The  world  market. 

Hon.  Mr.  Campbell:  And  that  may  have  some  very  definite  significance, 
may  it  not,  on  our  markets  and  price? 

Mr.  Bateman:  Yes. 

Hon.  Mr.  Kinley:  With  regard  to  iron  ore,  when  will  the  development  in 
the  eastern  part  of  Canada  be  producing? 

Mr.  Bateman:  I  think  probably  some  time  next  year,  will  it  not? 

Mr.  Wansbrough:  By  1954  is  the  motto.  It  is  expected  to  start  shipping 
iron  ore  in  1954. 

Hon.  Mr.  Kinley:  Then  we  will  be  exporters  of  iron  ore,  probably? 

Mr.  Wansbrough:  We  are  now. 

Hon.  Mr.  Kinley:  What  is  that  going  to  do  for  us? 

The  Chairman:  That  hardly  comes  under  metals,  does  it? 

Mr.  Wansbrough:  We  are  getting  a  little  out  of  our  range,  Mr.  Chairman. 

Hon.  Mr.  Kinley:  We  were  talking  of  exchange,  and  I  was  thinking  of 
that  feature. 

Hon.  Mr.  Campbell:  Mr.  Chairman,  may  I  ask  one  final  question  of  Mr. 
Bateman?  . 

The  Chairman:  Yes. 

Hon.  Mr.  Campbell:  In  your  opinion  is  the  opening  of  the  metals  market 
in  London  likely  to  be  less  beneficial  to  us  than  the  policy  of  bulk  purchasing 
of  the  past. 

Mr.  Bateman:  I  would  think  from  the  long-range  point  of  view,  the 
establishment  of  free  markets  is  the  thing  to  look  forward  to. 

Hon.  Mr.  Haig:  Like  Senator  Burchill  I  favour  the  report  we  have  been 
given  very  much;  I  do  not  pretend  to  have  the  information  which  it  purports 
to  give  us.  My  problem  is  that  the  brief  offers  no  solution  to  the  matter. 
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Hon.  Mr.  Euler:  It  suggests  a  free  market. 

Hon.  Mr.  Haig:  But  I  am  thinking  of  it  from  the  American  point  of  view. 
If  I  were  an  American  why  would  I  open  up  to  give  Canada  a  market,  if  my 
own  people  were  not  going  to  benefit?  I  say  there  has  been  no  suggested 
solution  for  our  problem.  I  have  attended  most  of  these  meetings,  and  in 
each  presentation  which  was  made  our  problem  was  clearly  outlined — and 
this  presentation  today  is  perhaps  the  most  able  of  them  all — but  such  solutions 
as  were  offered  could  not  come  from  Canadians,  but  from  somebody  else  over 
whom  we  would  have  no  influence. 

Mr.  Bateman:  Do  not  forget  that  the  national  security  of  these  two 
countries  is  dependent  upon  an  adequate  supply  coming  from  the  metal 
industry. 

Hon.  Mr.  Haig:  I  agree  with  that. 

Mr.  Bateman:  The  experience  of  the  war  certainly  showed  us  that  the 
great  portion  of  those  supplies  could  be  gotten  with  assurance  only  from 
North  America,  and  particularly  from  Canada. 

Hon.  Mr.  Haig:  I  agree  with  that  also. 

Mr.  Bateman:  If  the  duties  are  increased  it  raises  the  cost  to  the  United 
States,  and  we  destroy  the  opportunity  of  developing  a  market  for  supplies 
necessary  to  meet  their  requirements;  and  further,  you  add  a  permanent  burden 
to  the  people  of  the  United  States. 

Hon.  Mr.  Haig:  I  agree  with  all  that,  but  it  is  not  a  solution  to  our 
problem.  I  do  not  happen  to  be  a  member  of  the  United  States  Senate  and 
you  are  not  a  United  States  citizen  and  therefore  not  capable  of  influencing 
their  political  philosophy.  How  are  we  to  influence  them  politically  so  as  to 
prevent  them  from  doing  two  particular  things  which  they  are  now  doing? 
First,  whenever  a  primary  product  of  any  kind  threatens  to  compete  with  the 
American  market,  there  is  a  loud  cry  and  Congress  then  invokes  a  law  which 
shuts  out  that  commodity.  And  secondly — 

Hon.  Mr.  MacLennan:  And  we  can  do  nothing  about  it. 

Hon.  Mr.  Haig:  That  is  what  I  say.  I  want  some  of  these  gentlemen  to 
come  forward  and  tell  us  how  we  are  to  meet  the  problem. 

I  see  that  the  Prime  Minister  of  Canada  is  going  to  Washington  to  confer 
with  the  President.  Now,  I  am  not  sure  that  the  President  has  as  much  power 
as  some  people  think  he  has.  The  system  of  government  in  that  country 
weakens  the  control  of  the  executive  by  reason  of  the  fact  that  the  executive 
is  not  in  a  position  to  help  control  the  vote.  One  could  not  imagine  the  House 
of  Commons  here  voting  for  something  the  Prime  Minister  did  not  want.  If 
that  happened,  he  would  be  out  of  office;  but  the  United  States  Senate  have 
been  doing  that  right  along  for  the  past  four  or  five  years,  and  are  still  doing  it. 

What  do  you  gentlemen  want  us  as  legislators  to  do  about  this  problem? 
And  I  should  tell  you  that  we  are  just  as  anxious,  if  not  more,  than  you  are 
to  find  a  solution.  Telling  us  the  facts  will  help,  but  it  is  not  enough.  You 
are  experts  in  this  line:  Now  tell  us  what  you  would  have  us  do. 

It  has  been  said  that  we  have  to  get  15J  cents  a  pound  for  zinc  and  lead; 
therefore,  we  should  put  on  a  tariff  to  keep  the  price  up  to  that  figure.  I  note 
that  one  member  of  the  House  of  Commons  has  offered  a  solution  of  the 
problem. 

Hon.  Mr.  Euler:  That  is  a  matter  of  politics,  and  these  gentlemen  here 
are  not  politicians. 

Hon.  Mr.  Haig:  Everybody  is  a  politician. 

Hon.  Mr.  MacLennan:  These  men  are  no  more  politicians  than  we  are. 
What  can  they  do  that  we  cannot  do? 

Hon.  Mr.  Haig:  I  want  to  know  what  suggestions  they  have  to  make. 


182 


STANDING  COMMITTEE 


The  Chairman:  They  have  told  us  one  commodity  that  the  United  States 
does  not  wish  to  keep  out — gold. 

Hon.  Mr.  Haig:  But  they  want  to  take  it  at  a  fixed  price. 

The  Chairman:  No;  the  Monetary  Fund  fixes  the  price. 

Hon.  Mr.  Haig:  It  is  really  the  United  States  that  does  it.  Snider,  the 
Treasurer,  told  the  Monetary  Fund  what  it  could  do. 

The  Chairman:  Has  the  United  States  a  majority  of  directors  on  the 
Monetary  Fund? 

Mr.  Birks:  I  think  they  have  a  majority  of  the  money  in  the  fund — that 
is  what  shouts. 

The  Chairman:  Have  they  more  money  than  the  rest  of  the  countries  put 
together?  We  are  committed  for  $300  million. 

Mr.  Birks:  I  think  they  have. 

Mr.  Wansbrough:  No  doubt  they  have  a  dominating  voice. 

Hon.  Mr.  Haig:  Mr.  Chairman,  the  sooner  we  in  Canada  realize  that  the 
United  States  is  today  the  greatest  nation  in  the  world  from  our  point  of  view, 
the  better  off  we  will  be.  The  next  problem  is  how  to  influence  them  to  realize 
their  world  responsibility.  I  am  one  of  those  who  believes  that  Russia  is 
playing  a  shrewd  game:  She  is  going  to  try  to  wreck  us  by  breaking  us. 

You  gentlemen  tell  us  any  suggestions  you  have  for  a  solution  of  the 
problem.  Gold  is  one.  Has  anybody  else  any  idea? 

The  Chairman:  I  should  like  to  raise  another  point  with  Mr.  Birks. 
I  notice  that  Mr.  Snider  of  the  United  States  has  warned  the  Fund  many 
times  about  Communists.  No  notice  was  taken  of  his  warnings  until  it  was 
proven  that  the  secretary,  one  of  the  highest  officials  in  the  fund,  was  a 
Communist.  It  was  only  after  several  warnings  from  Mr.  Snider  that  any 
attention  was  paid  to  it,  and  he  was  thrown  out.  But  he  had  an  influential 
office  in  the  Fund,  and  he  would  not  do  anything  to  help  the  free  world  in 
the  matter  of  gold.  Since  that  time  several  officials  have  been  discharged. 

Mr.  Birks:  That  is  why  I  said  I  am  not  afraid  of  Russia,  because  I  believe 
we  could  drive  her  out  into  the  open  by  having  a  free  gold  market. 

The  Chairman:  They  are  trying  to  strengthen  the  ruble  by  getting  all  the 
gold  in  Russia  behind  it,  and  keeping  the  support  of  the  satellite  countries. 
As  an  ex-banker  I  can  see  the  picture  plainly. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  in  our  consideration  of  this  problem  we 
should  keep  in  mind  that  we  are  talking  from  the  top  of  the  heap.  We  have 
the  best  export  trade  in  the  world,  and  our  money  is  worth  more  than  that 
of  any  other  country.  We  are  in  an  envious  position. 

The  Chairman:  Our  money  is  only  at  a  half  of  one  per  cent  today. 

Hon.  Mr.  Kinley:  The  United  States  will  look  to  us  for  a  remedy,  because 
they  regard  us  as  the  people  who  have  the  bag. 

Hon.  Mr.  Horner:  They  would  do  considerably  better  if  the  positions  were 
reversed  and  our  money  was  worth  less  than  that  of  the  United  States.  We 
are  tied  up  with  them  in  the  sale  of  our  wheat  from  Western  Canada  and  are 
paid  in  American  funds;  the  gold  producers  are  paid  by  American  money;  and 
unfortunately  all  we  can  take  from  the  situation  today  is  pride  in  our  position, 
but  we  are  losing  money. 

Hon.  Mr.  Kinley:  Do  less  trading,  and  you  will  make  more. 

The  Chairman:  A  great  many  companies  now  pay  their  dividends  in 
American  funds  and  we  have  to  pay  15  per  cent  on  them. 

Hon.  Mr.  Haig:  American  money  is  coming  up  these  days,  while  ours  is 
going  down.  The  matter  depends  on  the  investment  of  American  capital  in 
Canada. 
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Hon.  Mr.  Kinley:  I  like  the  story  of  the  export  of  minerals.  It  shows 
a  splendid  growth  from  1951  to  date.  There  has  been  a  phenomenal  increase 
in  our  export  of  minerals,  even  to  the  United  States. 

Hon.  Mr.  Haig:  My  honourable  friend  does  not  own  any  stock  in  the 
Hudson  Bay  Mining  and  Smelting  Company,  or  any  base  metal  mining  com¬ 
pany  or  he  would  not  talk  that  way.  The  way  things  have  gone  over  1951 
and  1952,  I  am  afraid,  in  the  light  of  what  these  gentlemen  tell  us,  that  zinc 
and  copper  are  on  the  skids.  How  can  we  stop  it?  They  have  taken  our 
nickel.  They  have  got  most  of  it  tied  up  for  contracts  and  development  work. 
It  is  all  right  to  say  that  we  had  a  good  trade  in  base  metals  in  1952  and 
earlier;  they  were  then  stockpiling  metals  for  the  war  in  Korea,  and  possible 
trouble  elsewhere.  Now  they  think  they  have  a  pretty  good  stockpile  ready, 
and  they  are  cutting  us  down. 

The  Chairman:  There  may  be  a  reason  for  them  to  start  stockpiling  for 
Indo-China.  Any  further  questions? 

Hon.  Mr.  Kinley:  Have  we  a  trade  in  base  metals  with  European  countries? 

Mr.  Bateman:  Very  small,  outside  of  the  United  Kingdom. 

Hon.  Mr.  Kinley:  Where  is  Germany  getting  her  base  metals? 

Mr.  Bateman:  They  are  getting  some  from  overseas,  including  a  little  from 
us,  but  mostly  from  European  sources. 

Hon.  Mr.  Kinley:  And  Japan? 

Mr.  Bateman:  We  have  not  begun  to  pick  up  our  trade  with  Japan  yet. 
I  don’t  know  what  is  going  to  be  the  outcome.  From  1937  to  1939  about  70 
per  cent  of  our  exports  of  copper,  lead  and  zinc  went  to  the  United  Kingdom, 
and  the  principal  outlets  in  addition  to  that  were  Germany  and  Japan.  Of 
course  the  war  interrupted  those  markets.  Germany  is  only  recently  coming 
back  as  a  big  manufacturing  nation.  Japan  is  just  starting,  and  we  certainly 
have  not  picked  up  our  markets  there  yet.  Of  course  as  a  matter  of  fact  we 
could  have  developed  a  bigger  market  with  those  countries  had  it  not  been 
for  the  fact  that,  following  Korea,  the  United  States  asked  us  to  curtail  our 
exports  to  these  traditional  markets  in  order  to  give  them  additional  supplies, 
and  they  gave  us  a  practical  assurance  that  we  could  count  on  a  continuing 
market.  In  the  present  temper  of  the  United  States  legislators,  however,  we 
do  not  know  from  day  to  day  what  will  happen. 

Hon.  Mr.  Haig:  The  present  Congress  is  more  protectionist  in  sentiment 
than  the  one  that  went  out.  There  is  no  doubt  about  that. 

Mr.  Bateman:  The  only  thing  we  can  do  is  to  try  to  impress  them  with 
the  fact  that  it  is  to  their  interest  as  well  as  ours  to  allow  for  free  interchange. 
The  alternative  is  something  one  does  not  want  to  contemplate,  because  it  would 
be  a  violation  of  the  principle  we  are  trying  to  adopt — that  of  freer  trade.  We 
do  not  want  to  adopt  retaliatory  measures  unless  they  are  necessary. 

Hon.  Mr.  Crerar:  I  am  sorry  I  missed  the  earlier  part  of  this  very  interest¬ 
ing  discussion.  I  am  bound  to  say  I  cannot  feel  so  gloom  about  this  whole 
situation  as  some  of  my  colleagues  here  do.  After  all,  we  always  see  the  worst 
side  of  our  American  friends.  They  are  great  people  to  get  out  on  the  street  and 
wash  their  dirty  linen  and  let  the  world  see  the  process.  But  it  is  quite  obvious, 
certainly  since  the  war,  that  the  best  thinking  in  the  United  States  is  against 
the  policy  of  economic  nationalism.  We  have  had  reports  from  one  or  two 
presidential  inquiries  set  up  by  President  Truman.  Congress  is  a  bit  upset  at 
the  moment.  I  understand  that  President  Eisenhower  has  lately  started  a  new 
commission  of  inquiry,  headed  by  Lewis  Douglas,  who  at  one  time  was 
principal  of  McGill  University. 

Mr.  Bateman:  Senator,  every  time  they  are  faced  with  a  new  issue,  all 
they  do  is  set  up  a  new  committee. 
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Hon.  Mr.  Crerar:  Well,  that  is  true.  Of  course  I  might  say,  for  the  infor¬ 
mation  of  Mr.  Bateman,  what  I  think  he  knows,  that  that  is  a  device  which  is 
known  beyond  the  borders  of  the  United  States.  But  they  must  find  new  sup¬ 
plies.  Their  basic  supplies  of  base  metals  are  dwindling,  their  population  is 
increasing;  the  United  States  can  no  more  live  to  itself  today;  and  if  it  tried  it, 
within  a  few  years  there  would  be  a  change  of  government  down  there.  I  am 
bound  to  say  that  in  the  Republican  party  there  is  a  pretty  progressive  wing  of 
enlightened  people.  The  Democratic  party  there  has  usually  been  the  party 
that  believes  in  freer  trade.  I  hope  that  we  shall  have  a  much  clearer  picture 
of  this  whole  thing  a  year  from  now  than  we  have  now.  After  all,  President 
Eisenhower  has  been  in  office  only  a  few  months.  Many  changes  have  to  be 
made,  and  I  think  those  changes  will  come  about. 

Hon.  Mr.  MacLennan:  You  have  all  the  confidence  in  the  world  in 
Eisenhower.  So  have  I.  But  will  those  fellows  go  along  with  him?  That  is 
the  great  trouble. 

Hon.  Mr.  Crerar:  Some  of  those  fellows  will  not  go  along  with  Eisenhower. 

Hon  Mr.  MacLennan:  I  am  afraid  the  majority  of  them  will  not. 

Hon.  Mr.  Crerar:  But  I  have  a  good  deal  of  confidence  that,  in  the 
event,  Congress  will  go  along  with  him. 

Mr.  Bateman:  We  may  be  ruined  in  the  meantime. 

Hon.  Mr.  Crerar:  No. 

Hon.  Mr.  Euler:  It  has  been  said  that  we  have  not  had  any  suggestions 
for  correcting  this  situation  from  the  gentlemen  that  made  their  submissions 
here  this  morning.  I  for  one  do  not  think  we  can  expect  anything  very 
definite  from  them.  They  have  studied  the  things  that  may  be  done  to 
correct  the  situation,  but,  as  Senator  Haig  says,  they  cannot  possibly  be 
accomplished  unless  the  United  States  Government  or  the  Congress  can  be 
convinced  that  they  ought  to  do  what  is  recommended.  My  impression  is 
that  while  President  Eisenhower  is  favourable  to  removing  some  of  these 
restrictions,  Congress  at  large — a  Republican  Congress,  which  he  does  not' 
really  control — is  not.  I  was  going  to  use  an  expression  which  perhaps  I 
should  not  use:  generally  speaking,  the  United  States  does  not  “give  a 
damn”  about  any  country  but  their  own.  I  think  that,  while  we  know  that 
in  the  long  run  their  policies  will  prove  to  be  wrong,  because  they  would 
result  in  a  weakening  of  allied  countries  such  as  Canada  and  other  states 
behind  the  Iron  Curtain  we  shall  have  to  try  to  convince  them  that  they  are 
wrong.  There  is  not  very  much  otherwise  that  can  be  done.  So  that  the 
only  thing  I  believe  we  can  do — and  I  do  not  expect  these  gentlemen  before  us 
are  going  to  do  it — is  to  have  the  Government  of  Canada  or  anybody  else 
with  any  influence  try  and  convince  the  United  States  Government  that  they 
are  wrong,  that  they  should  correct  their  attitude.  What  else  can  be  done? 

Hon.  Mr.  MacLennan:  Nothing. 

Hon.  Mr.  Euler:  You  must  convince  them  they  are  wrong. 

The  Chairman:  It  is  certainly  a  job  for  diplomacy  and  government.  If 
there  are  no  further  questions  we  have  another  representation  to  be  heard. 

Mr.  Wansbrough:  May  I  take  this  opportunity  of  thanking  the  hon¬ 
ourable  senators  very  much  indeed  for  the  privilege  of  allowing  us  to  come 
before  them,  and  for  the  courtesy  they  have  shown  us. 

The  Chairman:  We  have  representatives  from  the  Canadian  Importers 
and  Traders  Association  Incorporated.  These  gentlemen  are  Colonel  H.  C. 
MacKendrick,  General  Manager;  Mr.  Thomas  Oakley,  Past-President,  and 
Mr.  M.  E.  Corlett,  Legal  Counsel.  I  believe  that  Mr.  Corlett  wishes  to  speak 
first. 
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Mr.  Corlett:  Mr.  Chairman  and  honourable  senators,  on  behalf  of  the 
Canadian  Importers  and  Traders  Association  we  would  like  to  thank  this 
committee  for  permitting  us  to  express  our  views  on  this  far-reaching  problem, 
the  subject  matter  of  a  resolution  which  the  honourable  Chairman  sponsored 
in  the  Senate.  With  me  today  is  Colonel  H.  C.  MacKendrick,  General  Manager 
of  the  Association,  and  Mr.  Thomas  Oakley,  a  businessman  in  Toronto,  a 
Past-President  of  the  Association,  and  who  was  perhaps  more  than  any 
other  importer  the  guiding  genius  in  the  establishment  of  this  Association 
some  twenty  odd  years  ago.  Mr.  Oakley  has  always  taken  a  great  interest 
in  matters  pertaining  to  international  trade,  taking  up  a  great  deal  of  his 
time  over  and  above  his  normal  business  duties.  Besides  being  active  in 
this  Association  he  is  very  prominent  in  the  Canadian  Council  of  the  Inter¬ 
national  Chamber  of  Commerce.  We  have  prepared  a  brief,  but  before 
delivering  it  there  are  certain  introductory  remarks  which  perhaps  could  be 
given  to  this  honourable  committee  by  Mr.  Oakley. 

Mr.  Oakley:  Mr.  Chairman  and  gentlemen,  I  shall  try  to  make  my 
remarks  as  brief  as  possible  because  I  realize  that  you  have  had  a  busy 
morning  and  your  time  is  fully  occupied.  To  introduce  this  subject  I  have 
given  to  each  of  you  a  little  concise  memorandum  of  the  subjects  which  I 
am  going  to  mention.  As  we  understand  it,  your  committee  has  two  main 
purposes  that  it  hopes  to  explore  and  achieve:  The  examination  of  ways  and 
means  whereby  you  may  co-operate  more  effectively  in  the  economic  realm 
with  NATO  countries,  and  secondly,  how  you  may  succeed  in  expanding  our 
trade  with  those  countries. 

Our  Association  is  composed,  as  its  name  implies,  of  importers  and  traders 
who  are  vitally  concerned  in  the  accomplishment  of  these  twin  objectives  of 
your  committee.  We  have  some  ideas  we  should  like  to  put  before  you.  I 
was  impressed  by  what  the  delegation  you  heard  before  us  said  with  regard 
to  finance  and  trade,  and  I  was  very  interested  too  in  the  remarks  of  the 
Honourable  Senator  Haig  with  reference  to  how  we  might  implement  some 
program  that  would  have  the  effect  of  expanding  our  trade.  We  realize 
that  all  our  economy  rests  on  our  trade,  and  if  we  can  do  anything  to  expand 
that  we  are  doing  what  we  hope  may  achieve  the  improvement  of  our  economic 
position  in  this  country  and  the  raising  of  our  standard  of  living. 

Referring  briefly  to  this  memorandum,  I  have  put  these  points  in  succession. 
The  first  one  I  have  noted  down  is  that  we  as  an  Association  fear  that  we  may 
be  headed  for  another  world  depression.  In  other  words,  the  signs  are  already 
set,  that  we  may  first  face  a  recession  which  may  accumulate  as  it  so  often 
does.  I  will  give  my  reasons  for  our  fears  in  that  respect  as  we  go  along. 
We  think  these  depressions  are  caused  by  a  cessation  in  the  volume  of 
international  trade.  International  trade  includes  not  only  the  trade  between 
countries  but  domestic  trade  as  well  which  each  country  does  within  its  own 
boundaries.  Trade  contracts,  and  it  usually  contracts  in  the  international 
field  first  because  countries  become  very  conscious  of  their  own  national 
economics  and  they  seek  to  develop  what  we  call  a  national  economic  consci¬ 
ousness  that  tends  to  exclude  competition  from  other  countries.  Well,  as  you 
can  understand,  and  as  we  have  all  experienced,  that  is  a  reactionary  thing 
that  creates  a  similar  sort  of  conditions  in  the  other  country  which  we  or 
others  are  trading  with,  and  they  set  up  similar  barriers,  the  result  of  which  is 
that  trade  contracts  and  we  have  to  cut  production.  Because  we  cut  that 
production  we  get  unemployment,  and  because  we  get  unemployment  we  have 
less  spending  money,  and  because  we  have  less  spending  money  we  have 
this  contraction  of  trade  which  really  is  what  our  depression  amounts  to. 

Now,  during  the  years  that  have  elapsed  since  1936,  when  the  most  serious 
effects  of  the  world  depression  we  passed  through  in  the  thirties,  started  to 
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lift,  we  found  that  economic  nationalism,  which  was  the  cause  of  the  depression, 
in  our  view,  at  any  rate,  had  been  held  in  check  by  four  factors.  The  first  of 
those  factors  was  the  fear  of  war,  which  resulted  in  stock  piling  and  preparation. 
The  second  was  the  outbreak  of  World  War  II,  which  resulted  in  armament 
production  and  the  industrial  activity  that  accompanied  it;  and  then  following 
the  war  we  had  Marshall  aid  which  consisted  of  monetary  assistance  for  those 
who  were  in  need  of  such  assistance  to  rebuild  their  economy  and  get  established 
on  the  basis  that  would  permit  them  to  take  their  place  in  the  world  as  they 
did  before  the  war.  And  since  the  Marshall  aid  program  has  run  its  course 
we  had  defence  spending,  which  really  brings  us  back  to  where  we  had  gone 
in  the  first  instance  that  first  counteracted  the  fears  of  the  depression,  namely, 
stock  piling  and  preparation  again.  What  we  fear  now  is  that  with  a  slackening 
of  this  defence  spending  we  are  likely  to  get  along  with  that  a  slackening  in 
industrial  production,  because  defence  spending  has  provided  a  sort  of  a  forced 
draft  that  has  accelerated  industrial  expansion  for  the  purpose  it  was  intended, 
and  along  with  that  it  brings  industrial  activity  in  other  fields  which  are 
affected  by  it.  Now,  if  this  slackening  that  we  feel  may  take  place  does  take 
place,  because  we  are  a  little  more  satisfied  that  war  is  not  imminent — perhaps 
because  we  feel  we  cannot  afford  to  pay  for  all  this  defence  production,  what¬ 
ever  the  reason,  there  do  seem  to  be  signs  already  on  the  horizon  that  we  are 
likely  to  encounter  that  contraction  in  its  forced  draft  of  defence  production. 
Now,  the  cycle,  viewed  in  these  terms,  has  been  war,  boom,  depression,  war. 
That  is  the  cycle  that  we  have  been  going  through  in  the  world,  and  that  the 
world  has  been  going  through  for  a  very  long  time.  The  only  way  that  we 
can  get  out  of  this  vicious  circle  is  in  international  co-operation  on  the  matters 
of  trade,  and  we  suggest  that  we  set  up  an  international  control  of  trade  and 
tariffs  which  will  be  on  a  scientific  basis;  it  will  have  to  be  on  a  scientific  basis 
if  it  is  going  to  get  international  acceptance  on  the  part  of  other  countries;  but 
we  feel  that  it  is  so  important  to  the  world  and  so  important  to  this  country 
in  particular,  for  our  external  trade  represents  30  to  33  per  cent  of  our  total 
trade,  that  we  should  do  everything  we  can  to  give  a  lead  and  perhaps  encourage 
the  acceptance  on  the  international  basis  of  some  arrangement  by  which  we 
can  get  a  measure  of  international  control  of  trade  and  tariffs,  whereby 
countries  will  be  willing  to  give  up  perhaps  some  of  their  sovereignty, 
that  was  dealt  with  so  ably  a  few  minutes  ago  by  the  delegation  that 
preceded  us  here,  and  which  they  explained  and  further  emphasized, 
namely,  the  lack  of  co-operation,  the  selfish  viewpoint,  the  economic 
nationalism,  that  does  so  much  to  destroy  international  trade.  And  I 
am  sanguine  enough  to  feel  that  if  we  can  put  forward  our  ideas  on  a 
scientific  basis,  we  will  gain  acceptance.  And  we  are  prepared  to  suggest  to 
you  how  that  might  be  done — that  there  is  somewhat  of  that  acceptance  forth¬ 
coming  from  the  other  trading  countries  of  the  world,  particularly  those  in  the 
NATO  group.  We  have  already  got  the  world  bank,  and  the  international 
monetary  fund,  and  the  extension  of  facilities  in  the  international  field  to  include 
the  addition  of  those  functions.  The  functions  of  trade  and  tariffs  is  not  as  big 
a  step  as  you  might  at  first  think.  At  any  rate,  it  is  not  beyond  the  realm  of 
possibility. 

With  those  introductory  remarks  I  am  going  to  ask  Mr.  Corlett  to  read 
our  brief  to  you. 

Thank  you  every  much  for  hearing  me. 

Mr.  Corlett:  Mr.  Chairman  and  honourable  senators,  the  brief  prepared 
by  this  association,  which  will  be  designed  to  elaborate  upon  the  points  made 
by  Mr.  Oakley,  is  as  follows — and  I  think  each  honourable  senator  has  a  copy. 

The  Canadian  Importers  and  Traders  Association  is  national  in  its 
membership  but  international  in  its  outlook  and  its  influence.  Its  member¬ 
ship  is  wholly  Canadian  being  comprised  of  some  four  hundred  Canadian 
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businesses  interested  directly  or  indirectly  in  the  importation  into  Canada  of 
raw  materials,  semi  finished  products  or  wholly  manufactured  goods.  These 
Canadian  businesses  are  representative  of  Canada  as  a  whole  in  both  the 
geographic  and  the  business  sense.  Members  are  resident  in  all  Provinces  of 
Canada  from  Newofundland  to  British  Columbia  and  include  wholesalers, 
retailers  and  manufacturers  engaged  in  the  business  of  importing  goods  or 
merchandise  from  other  countries.  In  addition  to  those  engaged  in  importing 
merchandise  for  their  own  account,  our  members  include  those  who  are  engaged 
in  the  business  of  transporting,  financing,  insuring  or  advertising  goods  so 
imported  but  do  not  themselves  buy  or  sell  such  merchandise. 

The  Canadian  Importers  and  Traders  Association  believes  that  the  best 
way  for  Canada  to  assist  in  developing  economic  collaboration  and  co-ordinated 
trade  policies  on  a  reasonably  permanent  basis  is  for  Canada  to  provide  an 
example  to  other  nations  of  the  benefits  of  a  liberal  trade  policy. 

It  is  difficult  for  one  nation  to  persuade  another  free  nation  to  adopt  a 
particular  economic  policy  and  any  attempt  to  do  so  may  result  in  resentment 
and  opposition.  Therefore,  it  seems  to  our  Association  that  by  providing  an 
example  of  a  prosperous  economy,  together  with  a  multilateral  co-operative 
program,  is  the  best  method  of  encouraging  other  nations  to  fall  in  line. 

We  realize  that  much  may  be  done  at  international  conferences,  both 
bilateral  and  multilateral,  but  feel  that  the  strongest  method  for  producing 
economic  co-operation  between  nations  is  by  providing  a  successful  example 
of  a  free  and  co-operative  trade  policy. 

In  our  opinion  the  best  policy  for  Canada  to  follow  may  be  summarized 
as  follows: 

Free  Enterprise. — The  Canadian  Importers  and  Traders  Association  sub¬ 
scribes  fully  to  the  free  enterprise  system.  By  this  we  mean  the  fullest  possible 
conduct  of  the  business  of  the  country  by  the  individuals  and  firms  engaged  in 
the  commercial  and  industrial  activities  of  this  country.  While  we  recognize 
the  need  for  public  ownership  and  governmental  operation  of  some  public 
services  in  the  interests  of  public  welfare,  we  feel  that  such  public  ownership 
should  be  kept  to  a  minimum. 

Free  Competition. — The  Canadian  Importers  and  Traders  Association 
believes  that  business  functions  most  efficiently  and  most  economically  under 
the  stimulus  of  free  competition.  For  this  reason  we  are  opposed  to  the 
creation  of  monopolies  whether  operated  by  governments  or  by  individuals. 
We  believe  that  free  competition  is  the  best  stimulator  and  regulator  of  trade 
in  both  the  national  and  the  international  fields. 

Freedom  of  Currencies  and  Exchange  Rates. — The  Canadian  Importers  and 
Traders  Association  believes  that  where  possible  currencies  and  foreign  ex¬ 
change  rates  should  be  permitted  to  find  their  own  values  or  levels.  Canada 
has  taken  a  lead  in  unpegging  the  Canadian  dollar  and  allowing  our  currency 
to  find  its  own  value  in  terms  of  other  currencies.  This  Association  recognizes 
that  the  currencies  of  some  countries  are  so  unstable  that  they  have  to  be 
supported  by  artificial  means.  However,  all  countries  should  be  encouraged 
and  perhaps  assisted  to  balance  their  budgets  and  to  live  within  their  means 
so  that  the  currencies  of  those  countries  would  be  free  to  find  their  own  level. 
Only  by  so  doing  may  the  international  trade  of  those  countries  be  freed  from 
the  restrictions  which  must  otherwise  be  placed  upon  it  for  the  purpose  of 
supporting  the  national  currency  values. 

Invisible  Tariff. — The  Canadian  Importers  and  Traders  Association  is 
strongly  of  the  opinion  that  the  so  called  invisible  tariffs  of  all  countries  should 
be  done  away  with.  By  invisible  tariffs  we  mean  the  regulations  or  interpreta¬ 
tions  which  may  be  issued  under  authority  of  the  national  customs  act  of  the 
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various  trading  countries  by  the  customs  officers  of  those  countries.  Such 
regulations  and  interpretations  are  designed  to  unfairly  tax  imports  from  other 
countries  and  so  prohibit  or  at  least  discourage  trade  in  the  goods  so  affected. 

I  may  say  that  the  classic  example  of  the  present  day  is  the  administration 
in  the  United  States.  As  you  know,  the  custom  laws  have  plagued  Canadian 
exporters;  and  an  attempt  has  been  made,  and  is  still  being  made,  to  bring 
about  a  simplification  of  the  law. 

Hon.  Mr.  Euler:  I  was  about  to  ask  you  if  you  had  that  one  particular 
country  in  mind.  Does  it  apply  to  other  countries? 

Mr.  Corlett:  To  give  a  rounded  picture,  I  would  say  that  Canada  too  has 
offended;  but  the  policy  of  the  government  in  recent  years  has  been  towards 
freer  imports.  I  am  thinking  of  the  arbitrary  valuation  section  in  the  customs 
act — I  think  it  is  either  section  40  or  41 — to  which  we  resorted  extensively  in 
the  depression  days.  What  effect  it  had  of  a  beneficial  nature  is  hard  to  say. 
We  have  not  resorted  to  it  very  much  since  1945,  for  which  importers  are 
thankful;  but  nevertheless,  that  provision  is  still  in  the  Customs  Act. 

The  use  of  the  invisible  tariff  by  the  United  States  has  been  very  damaging 
to  its  trade  with  other  countries  from  time  to  time.  Canada  too  has  from  time 
to  time  and  with  the  same  damaging  results  made  use  of  similar  provisions 
contained  in  our  own  customs  act  such  as  the  power  vested  in  the  Minister 
to  determine  the  value  for  duty  of  the  goods  imported.  Such  valuations  when 
applied  are  often  unduly  high  with  the  result  that  trade  in  the  articles  so 
affected  is  discontinued. 

Quotas  and  Restrictions. — The  establishment  of  quotas  and  restrictions  on 
the  importation  of  goods  from  other  countries  has  even  a  more  damaging  effect 
on  trade  than  has  the  impact  of  a  high  customs  tariff  rate  or  a  high  customs 
tariff  valuation.  While  the  high  customs  tariff  rate  or  valuation  reduces  and 
may  even  stop  the  flow  of  trade  in  goods  so  affected,  the  adoption  of  quotas  or 
restrictions  produces  the  same  results  and  as  a  rule  effects  the  prohibition  or 
cessation  of  trade  more  quickly. 

While  the  C.I.T.A.  recognizes  the  right  of  any  country  to  restrict  the 
importation  of  certain  goods  from  other  countries  which  may  be  produced 
locally  or  nationally,  this  Association  desires  to  point  out  that  the  cumulative 
effect  of  such  restrictions  is  a  sharp  falling  off  in  international  trade. 

The  C.I.T.A.  submits  that  if  all  trading  countries  in  the  free  world  would 
refrain  from  using  these  arbitrary  methods,  consumption  throughout  the  free 
world  would  be  increased  and  standards  of  living  raised  in  all  trading  countries. 

May  I  make  one  comment  there  by  way  of  elaboration,  which  is  in  favour 
of  the  recent  attitude  of  the  Canadian  government  to  the  Geneva  Agreements 
which,  if  and  when  they  are  ratified  by  the  member  countries,  will  to  a  large 
extent  take  care  of  quotas  and  restrictions.  As  we  all  know,  unfortunately 
we  are  operating  under  a  provisional  protocol,  and  what  will  happen  after  the 
end  of  the  year  is  hard  to  predict.  In  fairness  to  the  government  I  must  say 
that  I  believe  it  has  gone  about  as  far  as  it  could.  But  as  I  say,  the  Agreements 
have  never  been  ratified;  I  suppose  the  others  are  waiting  until  the  United 
States  takes  the  initiative.  But  if  the  principles  which  are  embodied  in  the 
abridged  Geneva  Agreements,  as  distinct  from  the  grandiose  international  trade 
charter  which  was  drafted  at  Havana,  is  implemented  and  made  binding  upon 
the  trading  nations,  then  the  problems  relating  to  quotas  and  restrictions,  which 
is  so  damaging  to  foreign  trade,  will  be  largely  taken  care  of. 

Accessibility  to  Markets  .—The  C.I.T.A.  is  strongly  of  the  opinion  that  only 
by  making  the  national  markets  of  the  free  world  accessible  to  its  member 
countries  can  trade  and  employment  be  sustained  and  increased.  Raw  materials 
must  be  made  available  to  all  countries  desiring  to  purchase  those  raw  materials 
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at  competitive  prices.  Also  countries  producing  manufactured  goods  must  be 
free  to  sell  those  manufactured  products  in  the  various  markets  of  the  free 
world  on  an  equitably  competitive  basis. 

Obstacles  to  International  Trade. — Earlier  in  this  brief  we  have  mentioned 
some  of  the  obstacles  encountered  by  trading  countries  in  obtaining  accessi¬ 
bility  to  the  various  national  markets  of  the  free  world.  Such  obstacles 
include: 

(a)  fixed  exchange  rates  and  blocked  currencies. 

(b)  the  current  low  price  of  gold. 

(c)  the  use  of  invisible  tariffs. 

(d)  the  establishment  of  quotas  and  restrictions  on  trade. 

(e)  high  or  prohibitive  tariff  rates. 

(f)  imposition  of  internal  or  excise  taxes  on  imported  goods. 

This  Association  believes  that  the  greatest  possible  degree  of  accessibility 
to  world  markets  and  the  least  possible  restrictions  on  trade  will  produce  the 
best  results.  As  our  whole  economic  and  political  structure  rests  on  our 
trade,  both  national  and  international,  we  are  of  the  opinion  that  this 
consideration  more  than  any  other  deserves  our  greatest  attention. 

The  Question  of  Free  Trade. — While  this  Association  has  already  indicated 
its  desire  to  give  to  international  trade  within  the  free  world  the  greatest 
possible  freedom  of  movement  it  does  not  go  so  far  as  to  claim  that  absolute 
free  trade  is  the  immediate  goal.  We  are  of  the  opinion  that  as  long  as  the 
great  differences  between  the  standards  of  living  in  the  various  trading 
countries  prevail  some  regulation  of  trade  between  these  countries  is  necessary. 
With  this  thought  in  mind  we  suggest  for  consideration  the  establishment  by 
international  agreement  of  a  scientific  international  tariff  system. 

A  Scientific  International  Tariff. — If  there  is  any  general  agreement  on 
the  justification  for  a  customs  tariff  it  seems  to  be  based  on  the  acknowledged 
right  of  high  wage  countries  to  regulate  or  control  the  competition  which  they 
have  to.  meet  in  their  own  markets  from  low  wage  countries. 

It  should  not  be  too  difficult  to  work  out  the  average  wage  levels  or 
average  wage  rates  in  the  different  trading  countries.  Once  this  has  been 
done  the  relative  labour  costs  in  each  country  would  be  set  down  in  order  of 
sequence.  It  is  quite  true  that  wage  costs  are  only  a  part,  and  sometimes  a 
small  part,  of  total  production  costs.  Nevertheless  for  the  purpose  of  regu¬ 
lating  or  adjusting  competitive  selling  prices  between  trading  countries  this  is 
the  most  reliable  and  the  fairest  index  of  price  differences.  It  is  also  true  that 
efficiency  in  production  will  vary  between  one  country  and  another  just  as  it 
often  varies  between  one  industry  and  another.  It  would  be  unwise  and 
also  unfair  to  protect  and  so  perpetuate  inefficiency  which  would  result  from 
a  tariff  which  is  too  high  based  on  relative  production  costs.  One  of  the 
valuable  corrective  measures  that  competition  brings  about  is  an  increase  in 
efficiency  and  it  should  be  encouraged,  not  curtailed.  It  is  sometimes  argued 
that  one  country  has  an  advantage  over  another  in  the  growth  or  production 
of  raw  materials,  or  of  water  power,  and  that  these  differences  should  be 
compensated  for  by  national  customs  tariffs.  Our  consideration  of  this  argu¬ 
ment  forces  us  to  the  conclusion  that  such  differences  are  like  climatic  differ¬ 
ences  and  that  it  is  neither  wise  nor  desirable  that  any  attempt  at  equalizing 
them  should  be  made. 

One  must  also  recognize  the  fact  that  wage  levels  in  all  countries  are 
not  fixed,  but  are  fluid,  changing  with  changing  economic  and  trading  con¬ 
ditions.  We  must  also  realize  that  one  of  the  main  purposes  of  production  and 
trade  is  to  raise  standards  of  living  and  to  enrich  the  lives  of  the  people  in 
all  trading  countries.  These  changes  in  wage  levels  should,  therefore,  be 
encouraged  and  recorded  in  the  tables  of  national  wage  rates  of  all  trading 
countries  previously  referred  to. 
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After  careful  consideration  of  all  the  elements  entering  into  the  cost  of 
production  which  are  generally  classified  as  raw  materials,  wages  and  over¬ 
head  expenses,  we  are  convinced  that  wages  is  the  best  and  the  fairest  index 
of  total  production  costs.  This  basis  is,  therefore,  proposed  as  the  basis 
for  the  construction  of  an  international  scientific  tariff  which  it  is  hoped  will 
be  acceptable  to  all  trading  countries. 

In  the  interests  of  prosperity  and  peace  it  is  important  that  early  agree¬ 
ment  be  reached  by  all  trading  countries  on  a  scientific  international  tariff 
structure,  and  it  is  recommended  that  Canada  should  take  a  lead  in  submit¬ 
ting  such  a  plan  to  the  NATO  countries  which  could  be  extended  later  to 
all  trading  countries. 

By  way  of  elaboration  of  this  motion  of  a  scientific  international  tariff 
structure:  this  is  a  matter  that  Mr.  Oakley  has  given  much  thought  to  over 
the  years;  and  you  will  see,  honourable  senators,  that  it  is  spmewhat  novel. 
Heretofore  any  principles  relating  to  the  administration  of  Customs  laws  have 
dealt  with  matters  of  evaluation  for  duty,  dumping  duty  discrimination  against 
imports  by  domestically  levied  excise  taxes,  for  the  most  part,  but  at  no  time, 
to  the  best  of  my  knowledge,  has  an  effort  ever  been  made  whereby  trading 
nations  would  get  together  and  agree  that  when  we  fix  the  rate  we  will 
follow  a  generally  agreed  upon  principle. 

Hon.  Mr.  Euler:  Would  you  rule  out  preference  between  countries, — 
for  instance,  the  British  preference? 

Mr.  Corlett:  Well,  I  think  perhaps  Mr.  Oakley  might  answer  that. 

Mr.  Oakley:  I  think,  Mr.  Chairman  and  gentlemen,  that  if  we  are  going 
to  get  any  policy  that  has  international  acceptance  we  have  to  forget  political 
considerations.  Now  it  is  quite  true  that  this  country  has  built  up  its  trade 
largely  with  the  help  of  the  British  preference,  but  it  is  also  true  that  we 
have  passed  beyond  the  stage  where  we  can  confine  our  trade  within  the 
orbit  of  the  British  Empire.  I  think  we  have  to  look  at  this  thing  realistically. 
We  feel  that  the  yardstick  of  wages  is  the  only  yardstick  that  has  any  hope  of 
international  acceptance.  Wages  are  a  measurable  part  of  production  costs, 
and  what  we  are  seeking  to  do  in  proposing  a  measure  of  this  kind  is  to  make 
it  possible  for  the  different  countries  of  the  world  to  trade  with  each  other  on 
the  basis  of  fair  competition.  We  recognize  that  there  are  different  wage 
levels  in  different  countries.  Let  us  measure  them.  We  will  never  equate 
them  completely,  but  if  we  can  equate  them  to  the  point  where  we  can  enable 
them  to  trade  on  a  basis  that  is  fair,  then,  I  think,  we  have  done  something 
that  will  make  a  very  real  contribution  to  the  trade  of  the  world,  and  also  to 
the  improvement  of  the  living  standards  of  the  world;  and  that  is  what 
we  want  to  do. 

In  presenting  this  brief  to  you  we  have  done  so  in  its  barest  outlines.  There 
are  just  two  things  about  it  that  we  wish  particularly  to  emphasize.  One  is, 
we  think  that  as  somebody  mentioned  this  morning,  Canada  can  and  should 
take  a  lead,  that  we  should  not  wait  for  the  United  States  to  tell  us  what 
we  can  do  and  what  they  are  going  to  do.  I  do  not  mean  by  that  that  we 
are  going  to  act  unilaterally.  I  do  not  think  that  would  be  wise.  But  I 
do  think  that  we  can  give  a  lead  in  trying  to  get  this  international  co-operation 
which,  Mr.  Chairman,  your  committee  is  seeking.  In  offering  to  lead  we  have 
to  have  something  concrete  to  offer.  I  have  the  great  admiration  and  the 
greatest  praise  for  those  who  have  conducted  these  tariff  negotiations  at  Geneva 
and  at  Annecy  and  at  Torquay.  They  are  fine.  But  we  are  now  in  1953,  and 
there  is  some  doubt  as  to  whether  those  agreements  are  going  to  be  implemented 
in  all  countries.  In  fact  there  is  some  doubt  whether  we  are  going  to  renew  our 
own  undertakings  under  these  agreements  at  the  end  of  this  year. 

Hon.  Mr.  Euler:  No  country  has  ratified  them  yet,  has  it? 
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Mr.  Oakley:  No.  But  we  have  as  a  matter  of  fact  benefited  by  tariff 
reductions  which  were  agreed  upon  at  Geneva,  and  I  think  we  should  be 
grateful  for  those.  But,  without  seeking  to  depreciate  in  any  way  what  has 
been  done  at  Geneva,  we  must  recognize  that  fundamentally  we  and  other 
countries  have  entered  into  a  series  of  “horse  trades”.  The  horse  trades  may 
be  good,  we  way  have  got  a  good  horse,  but  it  is  not  a  very  stable  and 
permanent  basis  on  which  to  build  up  trade. 

Hon.  Mr.  Euler:  “Stable”  is  a  good  word  to  use  in  connection  with  a  horse 
trade! 

Mr.  Oakley:  I  have  here  a  little  booklet  which  I  am  going  to  leave  with 
you,  if  I  may,  which  will  give  in  further  detail — I  do  not  want  to  burden  you 
with  too  much  detail — this  international  tariff  plan.  (See  Appendix  D)  As  I 
say,  this  is  not  the  work  of  one  man.  A  great  many  men  have  spent  a  great 
many  hours,  in  fact  years,  in  trying  to  develop  something  that  could  be  of 
use.  The  fact  that  it  is  so  different  from  what  we  are  accustomed  to 
makes  it  very  difficult  of  acceptance  without  a  great  deal  of  consideration. 
However,  I  would  like  to  submit  it  for  your  consideration,  if  I  may. 

The  Chairman:  We  will  have  it  entered  in  an  appendix.  Are  there  any 
questions  that  members  of  the  committee  would  like  to  ask?  We  still  have 
quite  a  bit  of  time  on  our  hands. 

Hon.  Mr.  Horner:  On  page  5  of  the  Canadian  Importers  Association’s 
brief  it  is  stated:  “It  is  quite  true  that  wage  costs  are  only  a  part,  and  sometimes 
a  small  part  of  total  production  costs.”  It  is  hard  to  think  of  any  production 
which  is  not  probably  85  per  cent  labour  cost.  % 

Mr.  Oakley:  Senator,  I  was  thinking  of  the  great  many  things  which  enter 
into  international  trade.  For  instance,  some  of  the  natural  products,  raw 
materials — for  example,  oil.  The  labour  element  or  the  labour  content  in  the 
cost  of  oil  is  probably  a  very  small  proportion  of  its  total  cost. 

Hon.  Mr.  Horner:  But  you  think  of  all  the  labour  expended  on  dry  wells. 
I  don’t  know  if  the  oil  men  would  agree  with  you.  I  certainly  would  not.  Or 
take  the  production  of  grain.  A  large  part  is  labour  costs.  However,  the 
comment  I  want  to  make  is  that  it  seems  to  me  you  have  got  down  to  grips 
with  what  we  are  facing  in  the  different  countries.  It  is  a  question  of  labour. 
I  have  been  contending  that  all  along,  and  the  situation  which  we  are  facing 
today,  I  must  admit,  frightens  me,  when  you  look  at  it  in  the  light  of  the  lessons 
of  history.  One  hears  people  boasting  of  the  high  standards  of  living  here  and 
in  the  United  States,  of  shorter  hours  of  work,  higher  and  higher  wages;  and  in 
the  next  breath  they  talk  of  world  trade.  Without  some  equalization  in  the 
matter  of  wages,  it  seems  to  me  the  two  objectives  are  utterly  impossible.  How 
can  one  have  short  hours  and  high  wages  and  trade  with  countries  where  people 
are  willing  to  work  for  much  less  wages  and  longer  hours?  It  seems  to  me 
that  an  agreement  of  the  kind  you  have  referred  to  would  have  to  be  worked 
out  before  we  will  get  anywhere  with  international  trade. 

Mr.  Oakley:  I  might  say,  in  further  explanation,  that  I  could  not  agree 
more  with  what  the  honourable  senator  has  said.  We  feel  that  if  we  can  agree 
on  a  yardstick  on  which  we  may  measure  differences  in  production  costs  it 
would  be  a  good  thing. 

Hon.  Mr.  MacLennan:  And  you  think  that  is  possible? 

Mr.  Oakley:  Yes,  I  think  that  is  possible.  You  have  low- wage  countries 
trading  with  high-wage  countries,  and  the  high-wage  countries  naturally  say 
“We  have  to  protect  ourselves  in  our  own  market  against  those  from  the  low-1 
wage  countries”. 

Hon.  Mr.  Horner:  Would  you  go  so  far  as  to  suggest  that  we  have  a 
lowering  of  wages? 
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Mr.  Oakley:  No,  but  we  want  something  more  than  just  that  protection. 
We  have  geared  up  our  own  production  to  the  point  that  we  are  making  more 
manufactured  products  than  we  are  consuming.  We  want  to  trade  with  other 
countries,  and  even  low-wage  countries.  When  we  ship  our  manufactured 
products  into  low-wage  countries  we  are  faced  with  the  situation  that  our 
production  costs  are  high  largely  because  of  the  wage-content  in  them,  and 
we  have  to  have  an  equalization  factor  to  equalize  down  as  well  as  up.  That 
is  what  we  are  trying  to  provide  here.  We  think  it  can  be  made  to  work  both 
ways.  We  think  the  world  has  a  great  deal  to  gain  by  an  agreement  on  a 
program  of  this  kind,  and  we  were  delighted  to  learn  that  your  committee  had 
been  appointed  to  investigate  into  this  situation.  We  think  really  it  is  the 
most  important  question  that  the  world  has  to  solve  today. 

Hon.  Mr.  Horner:  And  in  the  next  few  years. 

Mr.  Oakley:  Yes,  and  we  have  to  do  it  very  quickly. 

Hon.  Mr.  Campbell:  Mr.  Oakley,  what  do  you  consider  is  the  greatest 
barrier  to  trade  today  of  these  three:  First,  the  rate  of  duty;  second,  the  incon¬ 
vertibility  of  currencies,  and  third,  the  regulations  or  the  hidden  barriers  that 
confront  trade. 

Mr.  Oakley:  Well,  Senator  Campbell,  my  answer  to  that  may  seem  to  you 
an  evasion,  and  I  do  not  want  it  to  be  an  evasion.  We  regard  these  different 
elements  in  the  international  trade  picture  as  a  chain.  Each  one  of  these  factors 
you  have  mentioned  is  a  link  in  that  chain,  and  we  realize  the  chain  is  just 
as  strong  as  its  weakest  link.  If  any  one  of  these  factors — and  I  do  not  care 
which  one — is  weak,  then  the  whole  chain  suffers.  We  have  picked  out  this 
questibn  of  tariffs  and  we  have  mentioned  these  other  elements  in  the  hope 
that  they  will  be  given  consideration.  The  question  of  exchanges  will  probably 
be  dealt  with  by  committees  which  are  much  more  able  to  deal  with  them  than 
we  are.  You  have  probably  heard  representations  from  banking  committees 
and  from  similar  delegations  as  the  one  which  you  heard  earlier  this  morning 
on  the  question  of  exchanges  and  gold  values  and  so  on.  They  will  all  have 
to  be  taken  into  consideration  and  worked  together.  It  is  a  big  problem  but 
we  hope  we  can  make  a  contribution  to  the  solution  of  it. 

Hon.  Mr.  Campbell:  You  would  not  care  to  say  which,  from  your  experi¬ 
ence,  is  the  greatest  barrier? 

Mr.  Oakley:  Well,  we  are  importers  and  traders.  We  may  be  able  to 
overcome  the  exchange  difficulties  and  find  Canadian  dollars  to  buy  United 
States  dollars,  or  pound  sterling  or  Indian  rupees  or  whatever  it  may  be,  al¬ 
though  the  cost  may  be  high  because  the  rate  is  high.  We  may  be  able  to  pay 
the  duties,  though  they  may  be  high  too.  At  any  rate,  as  long  as  it  is  possible 
to  bring  in  goods  we  can  trade,  but  when  you  are  up  against  quotas  and  em¬ 
bargoes  and  prohibitions,  there  is  no  trade.  That  is  the  greatest  difficulty. 

Hon.  Mr.  Crerar:  Do  you  think  there  are  a  good  many  difficulties  in  the 
way  of  getting  your  scientific  tariff  worked  out?  What  was  the  phrase  you 
used — scientific  international  tariff?  It  is  a  very  interesting  suggestion,  but 
how  is  it  possible  to  find  a  tariff  that  is  internationally  equitable?  For  instance, 
take  Canada.  We  have  a  certain  standard  and  certain  efficiency.  We  pay 
pretty  high  wages.  On  the  other  hand,  a  country  like  Japan  is  fairly  efficient 
but  pays  much  lower  wages  and  works  longer  hours  per  day.  So  that  you 
have  not  only  the  wage  factor  but  you  have  the  work  factor  and  the  efficiency 
factor  which  have  to  be  taken  into  consideration.  If  we  reached  an  arrange¬ 
ment  with  Japan  and  said  “Now,  to  get  a  fair  result  out  of  this  we  should  put 
a  tariff  of,  say,  20  per  cent  against  Japan’s  imports”.  But  we  cannot  put  that 
tariff  against  Japan  alone.  We  must  put  that  tariff  against  other  countries 
equally  because  we  cannot  discriminate  in  tariffs. 
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Mr.  Oakley:  What  we  have  attempted  to  do  is  to  list  the  countries 
'alphabetically.  We  tabulated  the  average  hourly  wage  rate  for  each  of  those 
countries.  We  have  set  a  limit  within  which  these  customs  rates  may  operate. 
Between  any  two  countries  the  rate  will  be  the  same;  that  is,  between  each 
of  them,  though  it  will  be  different  between  the  same  countries  and  another 
pair  or  another  one  country. 

Hon.  Mr.  Crerar:  Taking  Japan  as  an  illustration,  the  rate  of  tariff 
required  in  Canada  in  relation  to  Japan  might  be  different  from  the  rate  that  the 
United  States  would  impose  against  Japan. 

Mr.  Oakley:  That  is  right,  but  against  all  the  products  that  we  might 
buy  from  Japan  the  rate  would  be  the  same,  because  we  assume  that  their 
labour  costs  are  the  same  no  matter  what  industry  is  involved.  That  is  what 
we  are  concerned  about. 

Hon.  Mr.  Euler:  You  would  have  to  make  individual  agreements  with 
various  countries? 

Mr.  Oakley:  I  do  not  think  we  would  have  to  make  agreements.  If  this 
is  acceptable — and  it  is  only  workable  if  it  is  acceptable — and  the  countries 
agree  that  this  is  a  fair  standard  and  agree  to  take  their  places  in  their  order 
of  sequence  where  they  come  on  the  table  according  to  their  wage  scale,  and 
if  every  country,  according  to  its  place  on  the  table,  is  allotted  its  proper 
rate,  you  see  how  simple  it  would  be. 

Hon.  Mr.  Euler:  What  I  am  getting  at  is  how  are  you  going  to  have  all 
these  countries  get  together  in  the  first  instance?  Will  they  all  sit  around  a 
table  and  come  to  some  decision  as  to  tabling  what  the  individual  countries 
are  to  do,  or  would  you  proceed  by,  say,  Canada  getting  together  with  Japan? 
The  two  countries  would  consider  their  different  wage  rates  and  decide  on 
what  basis  they  should  proceed,  having  regard  to  the  wages  and  labour  costs. 
Then  if  Canada  wanted  to  she  could  make  a  similar  arrangement  with  another 
country.  Is  it  to  be  done  in  that  way  or  in  one  great  big  job? 

Mr.  Oakley:  My  hope  would  be  to  do  it  in  one  big  job.  If  we  can  all 
agree  on  the  principle  involved  and  agree  that  it  is  fair  to  all  countries,  then 
it  is  not  a  question  of  negotiations  between,  say,  Japan  and  Canada  for  a  rate, 
and  so  on. 

Hon.  Mr.  Euler:  Who  would  do  it? 

Mr.  Oakley:  You  have  them  tabulated  and  it  is  worked  out  by  agreement; 
that  is  to  say,  by  collective  agreement,  and  it  is  just  a  matter  then  for  the 
statisticians. 

Hon.  Mr.  Horner:  May  I  ask  whether  there  has  been  any  discussion  about 
this  with  other  countries?  Is  your  organization  purely  Canadian? 

Mr.  Oakley:  We  are  purely  a  Canadian  organization.  As  we  say  in  our 
brief,  we  are  national  in  our  membership  and  we  are  international  in  our 
outlook. 

We  have  not  collaborated  with  any  other  country  to  try  and  develop  our 
ideas.  We  have  simply  tried  to  work  out  something  that  we  hope  is  constructive 
and  to  overcome  the  trading  difficulties  over  the  years. 

Hon.  Mr.  Horner:  I  suggest  that  it  would  be  interesting  to  take  up  the 
matter  with  other  countries. 

Mr.  Oakley:  As  Mr.  Corlett  said  in  introducing  me,  I  am  a  member  of  the 
Canadian  Council  of  the  International  Chamber  of  Commerce.  The  Inter¬ 
national  Chamber  of  Commerce  will  consider — and  I  will  not  say  whether  it 
will  approve  or  not — this  program.  At  any  rate,  we  are  submitting  it  to  it. 
However,  it  has  not  as  yet  got  that  acceptance. 

The  Chairman:  Honourable  members,  it  is  1  o’clock,  and  if  there  are  any 
more  questions,  please  be  as  brief  as  you  can,  otherwise  we  will  adjourn. 
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Hon.  Mr.  Euler:  We  thank  these  gentlemen  for  coming  here. 

The  Chairman:  Yes. 

Mr.  Oakley:  On  our  behalf,  I  would  like  to  thank  the  honourable  members 
for  giving  us  this  hearing.  We  hope  we  have  not  kept  you  too  long. 

The  Chairman:  We  thank  you,  sincerely. 

Whereupon  the  committee  adjourned. 
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APPENDIX  C 

SALES  OF  CANADIAN  METALS  AND  MINERALS 
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53 
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29 
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99 
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39 
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22 
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67 

14 

86 

61 

52 

8 
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Asbestos 
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15 

85 
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62 

29 
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9 

70 

1952 
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1 

99 
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6 

59 
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APPENDIX  D 

International  Trade  and  its  influence  on  Political  and  Economic  Development. 

This  booklet  contains  a  series  of  articles  that  first  appeared  in  the  weekly 
Bulletin  published  by  the  Canadian  Importers  and  Traders  Association 
Inc. 

These  articles  have  been  collected  and  reproduced  herein  for  the  purpose  of 
calling  attention  to  the  need  for  a  more  liberal  attitude  towards 
International  Trade. 

Thomas  Oakley, 

Past  President,  Canadian  Importers  and 
Traders  Association  Inc. 

Toronto,  15  April,  1951. 
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After  Marshall  Aid — What? 

The  benefits  that  the  United  States  has  conferred,  through  Marshall  Aid, 
on  a  war  shattered  and  exhausted  world  are  incalculable.  Western  Europe  in 
particular  has  been  so  greatly  assisted  to  re-establish  a  peace  time  economy 
by  this  generous  help  that  this  objective  is  now  almost  an  accomplished  fact. 
Marshall  Aid  has  not,  however,  been  limited  to  Western  Europe  alone;  it  has 
also  been  extended  to  Asia  and  the  Far  and  Middle  East.  The  burden  of  con¬ 
ferring  these  benefits  has  been  carried  by  the  citizens  and  taxpayers  of  the 
United  States. 

In  making  this  generous  gift  to  the  world,  the  people  of  the  United 
States  have  perhaps  unconsciously  been  influenced  by  the  old  proverb — 
“Cast  thy  broad  upon  the  water  and  after  many  days  it  will  be  returned  to 
you”.  The  benefits  which  have  been  conferred  by  the  United  States  may  or 
may  not  actually  have  been  returned  to  its  people;  nevertheless  benefits  have 
been  returned.  It  now  seems  quite  evident  that  without  this  Marshall  Aid 
Western  Europe  would  have  been  over  run  by  the  forces  of  communism  just 
as  was  Eastern  Europe  and  China.  It  is  also  evident  that  had  not  Western 
European  and  other  countries  been  supplied  with  the  needed  United  States 
dollars,  those  countries  would  have  been  unable  to  purchase  the  manufactured 
goods  and  the  natural  products  of  United  States  production.  A  benefit  is, 
therefore,  conferred  on  those  who  give  as  well  as  on  those  who  receive.  There 
has  also  been  a  benefit  conferred  on  countries  which  has  not  directly  participated 
in  Marshall  Aid.  Canada  for  example  has  had  a  readier  market  for  its  cereals 
and  food  products  in  England  and  in  continental  Europe  than  would  otherwise 
have  been  possible. 
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In  spite  of  all  the  benefits  given  and  received — and  they  have  been  many, 
the  United  States  is  getting  weary  of  carrying  this  heavy  burden.  For  the 
taxpayers  of  that  country  to  produce  in  1950  the  staggering  amount  of  two 
billion  seven  hundred  million  dollars  for  Marshall  Aid  payments  is  no  small 
accomplishment,  even  for  a  country  as  large  and  as  highly  industrialized  as 
is  the  United  States.  Through  their  elected  representatives  in  Congress  and 
in  the  Senate  they  have  served  notice  on  the  world  that  these  benefits  will 
stop  in  1952.  It  was  hoped  that  by  that  time  the  world  would  have  suffi¬ 
ciently  recovered  from  the  dislocation  and  the  destruction  caused  by  the  war 
to  again  resume  its  peace  time  economy.  However  optimistic  we  may  be,  and 
most  of  us  like  to  be  optimists,  we  cannot  help  wondering  if  this  is  likely  to 
be  so.  If  it  is  not  so,  and  the  world  economic  and  trading  position  worsens 
because  of  the  withdrawal  of  Marshall  Aid  the  consequences  are  terrible  to 
contemplate.  They  are,  or  seem  to  be,  world  depression  followed  by  war 
and/or  universal  communism. 

The  present  re- armament  programme  will  no  doubt  temporarily  remove 
the  need  for  a  more  permanent  substitute  for  Marshall  Aid  when  that  pro¬ 
gramme  ends  in  1952.  Re-armament  will  be  effective  to  accomplish  this 
purpose,  however,  only  so  long  as  the  re-armament  programme  itself  continues. 
When  re-armament  comes  to  an  end,  and  it  must  end  reasonably  soon,  unless 
further  necessitated  by  a  third  world  war,  a  substitute  for  this  artificial  stimulus 
to  international  and  to  domestic  trade  must  be  found. 

Everyone  will  probably  agree  that  the  United  States  have  been  carrying 
the  whole  burden  which  Marshall  Aid  has  entailed  long  enough.  They  have 
now  indicated  that  they  are  about  to  lay  it  down.  The  question  is,  who  can 
and  will  pick  the  burden  up.  It  is  evident  that  this  burden  is  too  heavy  for 
any  one  country  to  assume  alone,  but  perhaps  it  can  be  carried  jointly  by  a 
few  countries  or  shared  by  many.  Approximately  three  billion  U.S.  dollars 
is  a  lot  of  money  to  be  produced  by  any  group  of  countries,  let  alone  by  one 
country.  Nevertheless  as  we  have  seen  there  are  real  advantages  'to  be  obtained 
and  real  benefits  to  be  conferred  by  a  continuance  of  Marshall  Aid  or  a  substitute 
for  it. 

The  great  benefit  returned  to  a  creditor  country  like  the  United  States  is 
that  by  giving  Marshall  Aid  dollars  to  a  debtor  country  like  Italy  or  France 
those  debtor  countries  can  buy  and  pay  for  manufactured  goods  of  United  States 
production.  The  gift  creates  trade  and  trade  creates  employment  and  prosperity 
in  the  trading  countries.  Perhaps  the  greatest  benefit  conferred  by  Marshall 
Aid  is  the  trade  which  it  creates  and  the  employment  and  prosperity  that  follows 
as  a  natural  consequence  of  that  trade.  To  create  or  encourage  trade,  two 
conditions  are  necessary  between  trading  countries — the  ability  and  willingness 
to  buy,  as  well  as  the  ability  and  willingness  to  sell. 

The  ability  to  buy  often  depends  on  the  ability  to  sell.  International 
trade  in  all  essentials  is  an  exchange  of  goods  for  goods,  rather  than  an  exchange 
of  goods  for  money.  The  ability  to  sell,  in  turn  depends  oh  the  ability  to 
compete.  It  goes  without  saying  that  goods  which  sell  must  be  competitive 
as  to  both  quality  and  price.  As  between  trading  countries  the  cost  of  com¬ 
petitive  or  comparable  goods  will  differ,  and  perhaps  will  reflect  differences 
in  wage  or  production  costs  between  trading  countries.  For  the  purpose  of 
equalizing  these  differences  in  production  costs  between  countries,  an  inter¬ 
national  scientific  tariff  based  on  national  wage  levels  might  well  be  considered 
as  a  substitute  for  Marshall  Aid. 

Marshall  Aid  created  the  ability  to  buy  in  debtor  countries  but  did  not 
of  itself  create  ability  to  sell.  A  more  lasting  benefit  might  be  conferred  on 
the  world  at  this  time,  when  it  is  most  needed,  by  an  international  tariff  or 
trading  structure  that  will  create  both  ability  to  buy  and  to  sell.  This  may 
sound  impractical  to. some,  but  actually  there  is  nothing  impractical  in  the  idea. 
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All  that  is  needed  is  an  equalizing  international  tariff  based  on  national  wage 
levels.  Such  an  international  tariff  would  equalize  prices  between  high  and 
low  wage  countries  on  both  the  upper  and  the  lower  levels.  That  is  to  say  it 
would  equalize  prices  charged  for  goods  going  from  low  wage  countries  to  high 
wage  countries  by  an  import  duty  on  these  goods  entering  the  high  wage 
country.  It  would  also  equalize  prices  charged  for  goods  going  from  high  wage 
countries  to  low'  wage  countries  by  an  export  subsidy  paid  by  the  high  wage 
country  to  the  low  wage  country. 

The  adoption  of  such  a  scientific  international  tariff  based  on  national 
wage  levels  would  have  the  effect  of  lowering  the  cost  of  goods  imported  by 
low  wage  countries  from  high  wage  countries  to  make  such  goods  competitive 
with  goods  of  domestic  production.  It  would  also  have  the  effect  of  increasing 
the  cost  of  goods  imported  by  high  wage  countries  from  low  wage  countries 
to  put  such  goods  on  a  competitive  basis  with  similar  goods  of  domestic  produc¬ 
tion. 

This  international  tariff  programme  based  on  national  wage  levels  could 
do  all  that  Marshall  Aid  did  and  more.  It  would  not  only  increase  capacity 
to  buy  on  the  part  of  debtor  countries  but  it  would  increase  capacity  to  sell  or 
exchange  goods  by  both  debtor  and  creditor  countries,  by  high  wage  countries 
as  well  as  low  wage  countries.  It  would  distribute  the  cost  of  such  aid  among 
all  trading  countries  in  proportion  to  their  external  trade  volume.  The  bread 
cast  on  the  waters  by  such  trading  countries  would  thus  be  returned  to  them. 

Scarcity  in  the  Midst  of  Plenty 

We  are  all  familiar  with  war  time  shortages  and  scarcity.  That  is  to 
say,  we  are  if  we  have  not  forgotten  past  experience.  We  no  longer  hear 
much  about  the  War  Time  Prices  and  Trade  Board,  but  we  should  not  forget 
that  it  was  created  to  deal  with  commodities  in  short  supply — all  commodities 
in  fact,  and  to  hold  down  prices  at  the  production,  wholesale,  and  retail  levels. 

The  war  which  ended  almost  six  years  ago  is  sufficently  far  removed  from 
the  present  that  we  are  inclined  to  forget  some  of  its  lessons  and  even  some 
of  its  conditions,  which  at  the  time  we  thought  were  indelibly  impressed  on 
our  memory.  Under  five  years  of  so-called  uneasy  peace  or  cold  war,  pro¬ 
duction  caught  up  with  demand  for  most  commodities  and  in  some  lines  of 
production  surpluses  were  created.  Surpluses  were  particularly  noticeable 
in  the  case  of  agricultural  products  and  now  threaten  to  become  more  notice¬ 
able  unless  war  demands  remove  them.  In  the  United  States  fantastic  measures 
were  adopted  by  the  government  of  that  country  to  pay  the  producers  artificially 
high  prices  for  their  surplus  production  and  then  in  some  way  to  dispose  of 
the  surplus  purchased  or  subsidized  without  letting  the  prices  fall.  In  our  own 
country  we  have  done  something  very  similar  with  Canadian  butter,  the  price 
of  which  was  kept  artificially  high  by  government  subsidy. 

Whenever  prices  are  kept  artificially  high  by  the  various  devices  which 
have  been  used  for  this  purpose,  it  has  been  found  necessary  to  subsidize  one 
group  of  producers  at  the  expense  of  the  other  groups.  If  for  example  the 
price  of  potatoes  is  kept  at  an  artificially  high  level  in  the  United  States 
the  producers  of  potatoes  are  paid  a  bonus  or  subsidy  which  must  be  collected 
from  the  taxpayers  as  a  whole.  There  is,  of  course,  a  lot  of  resistance  to  the 
policy  by  the  taxpayers  at  large  and  sometimes  the  policy  is  not  even  favoured 
by  people  who  are  not  taxpayers.  The  various  attempts  which  have  been 
made  by  many  countries  in  the  past  to  cut  back  or  limit  production  of  agri¬ 
cultural  produce,  or  to  destroy  surpluses  which  have  been  produced  and  which 
threaten  to  lower  prices  below  the  cost  of  production,  have  always  been  un¬ 
popular  with  some  people  or  some  countries. 

There  was  a  natural  resentment  in  other  countries  to  the  policy  adopted 
by  the  Roosevelt  administration  of  the  United  States  in  the  30’s  to  destroy 
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what  was  regarded  as  a  surplus  hog  production.  It  is  true  that  the  measure 
brought  some  relief  to  the  hog  raising  farmers  of  the  United  States,  at  the 
time,  by  stabilizing  a  falling  market  for  hogs,  but  as  a  result  of  the  policy 
people  in  other  countries  where  food  was  scarce  were  deprived  of  needed 
bacon  and  pork.  The  same  situation  existed  recently  in  the  United  States 
with  respect  to  potatoes  and  eggs.  It  is  a  situation  that  threatens  to  become 
more  general  on  this  continent  as  a  result  of  the  natural  desire  of  the  farmers 
of  Canada,  and  of  the  United  States,  to  increase  production  and  at  the  same 
time  hold  prices. 

On  the  face  of  it,  the  policy  of  holding  prices  by  limiting  production, 
or  by  destroyng  surplus  production,  is  morally  wrong.  If  people  in  need 
of  food  are  denied  that  food  because  the  producers  want  higher  prices  there 
would  seem  to  be  both  moral  and  economic  injustice  somewhere.  On  the 
other  hand  there  would  seem  to  be  no  good  reason  why  the  farmers  of  North 
America,  or  of  any  other  country  where  surplus  agricultural  production  may 
exist,  should  assume  the  responsibility  of  feeding  the  hungry  people  in  the 
world  wherever  they  may  be.  There  must  be  some  equitable  basis  on  which 
the  producers  can  be  rewarded  and  the  hungry  can  be  fed,  short  of  making 
the  latter  a  charge  on  the  former. 

The  crux  of  the  problem  lies  with  the  exportable  surplus.  That  portion 
of  domestic  production  which  can  be  consumed  in  the  domestic  market  offers 
no  problem  and  this  is  true  of  both  agricultural  and  industrial  production. 
With  production  geared  up  in  both  of  these  fields,  agriculture  and  industry, 
to  meet  war  demands,  it  is  not  surprising  that  we  are  encountering  surpluses 
in  both  of  them.  The  problem  is  what  to  do  about  it,  and  the  programmes 
offered,  of  cutting  back  production  on  the  one  hand  and  subsidizing  production 
on  the  other,  seems  both  contradictory  and  illusionary.  These  solutions  are 
bound  to  end  disastrously  as  has  happened  before.  The  only  situation  that 
may  change  things  is  another  world  war,  and  this  we  are  trying  desperately 
ot  avert.  It  may  be,  however,  that  our  very  desperate  efforts  may  have  the 
opposite  result  to  the  one  we  are  seeking  and  may  in  fact  plunge  us  into 
another  war. 

Why  not  recognize  the  fact  that  our  problem  is  concerned  with  the 
exportable  surplus  only  and  if  we  want  to  subsidize  production  subsidize 
that  part  of  production,  and  that  part  only.  It  would  of  course  have  to  be 
done  on  an  equitable  basis  which  would  apply  to  both  agricultural  and 
industrial  exportable  surpluses.  The  needy  peoples  of  the  world  should  be 
fed,  but  they  should  also  be  clothed  and  encouraged  to  lead  a  fuller  and 
a  happier  life.  By  subsidizing  our  exportable  surpluses  we  could  benefit 
the  needy  and  at  the  same  time  benefit  ourselves.  Such  subsidizing  would 
have  to  be  done  on  a  scientific  as  well  as  on  an  equitable  basis  and  here 
again  a  scientific  international  tariff  to  which  we  have  previously  referred 
might  accomplish  the  desired  result. 

It  is  perhaps  a  new  concept  of  tariffs  to  think  of  their  application  to 
agricultural  production,  but  is  there  any  reason  why  the  agricultural  worker 
should  not  be  protected?  Surely  the  agricultural  worker  is  entitled  to  pro¬ 
tection  just  as  much  as  his  fellow  citizen  in  the  industrial  field.  In  the  same 
way  his  surplus  production  is  entitled  to  payment  of  a  subsidy  just  as  would 
be  the  surplus  or  exportable  part  of  industrial  production.  If  we  recognize  the 
fact  that  economic  differences  do  exist  between  countries,  and  who  can  fail 
to  recognize  them,  then  we  must  logically  recognize  the  justice  of  trying  to 
equalize  those  differences.  A  general  raising  of  standards  of  living  everywhere 
can  be  brought  about  by  an  international  scientific  tariff  based  on  national  wage 
levels.  Why  not  endeavour  to  work  out  such  a  tariff  and  give  trade  and  pro¬ 
duction  a  chance  to  expand  instead  of  seeking  to  contract  both. 
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East  is  East  and  West  is  West 

The  differences  in  the  standard  of  living  between  races  or  between  countries 
have  throughout  the  world’s  history  been  a  constant  irritant  that  have  often 
resulted  in  wars  between  “the  haves”  and  “the  have  nots”.  It  is  true  that 
there  have  been  many  wars  where  there  was  very  little  difference  between  the 
warring  groups  in  their  standard  of  living.  Usually  however  in  such  cases  the 
aggressor  hoped  to  gain  something  at  the  expense  of  the  aggrieved.  As  long 
as  economic  differences  between  national  or  other  groups  exist  there  will  no 
doubt  be  a  tendency  to  resort  to  war  as  a  means  of  adjusting  those  differences. 

As  a  result  of  World  War  II,  whose  causes  can  be  traced  to  these  same 
economic  differences,  there  has  been  a  tendency  for  the  world  to  be  divided 
into  two  main  groups — East  and  West.  The  Eastern  group  includes  practically 
all  of  Asia  and  part  of  Eastern  Europe.  The  Western  group  includes  Western 
Europe  and  America.  There  is  a  marked  difference  in  the  standard  of  living 
of  the  two  groups  of  which  both  groups  are  conscious.  The  fact  that  the 
standard  of  living  of  the  Western  group  is  higher  than  that  of  the  Eastern 
group  is  a  cause  of  irritation  and  of  envy  on  the  part  of  the  Eastern  group. 
The  irritation  has  been  added  to  by  the  belief,  strongly  held  by  the  Eastern 
group,  that  the  favoured  position  of  the  west  is  in  some  measure  at  least  due  to 
trading  and  territorial  advantages  held  by  the  West.  The  fact  that  the  United 
States  and  Great  Britain  and  France  have  trading  advantages  in  the  East  which 
are  not  compensated  for  by  any  comparable  trading  opportunities  afforded  to  the 
East  in  the  Western  countries  is  also  an  aggravation.  Added  to  this  is  the  fact 
that  both  France  and  England  have  territorial  possessions  in  Asia  and  Africa 
which  are  not  favourably  regarded  by  the  Eastern  group. 

The  fires  of  nationalism  burn  fiercely  wherever  a  country  or  a  district 
is  occupied  by  a  foreign  power.  This  is  illustrated  in  the  case  of  Korea 
today.  The  occupation  may  be  benevolent  and  it  may  be  quite  acceptable  and 
beneficial  to  the  people  in  the  area  occupied,  but  inevitably  neighbors  and 
patriots  will  feel  that  a  territory  has  been  violated  and  a  wrong  perpetrated 
which  must  be  redressed.  This  was  the  case  in  India  and  it  is  still  the  case 
in  Indo  China,  in  Hong  Kong  and  in  Malaya.  It  may  or  may  not  be  the  case 
in  the  Philippines. 

It  appears  from  any  viewpoint  that  the  world  is  becoming  divided  into 
two  hostile  camps — East  vs.  West.  The  animosity  of  the  East  towards  the  West 
is  encouraged  by  two  main  considerations — firstly  the  relatively  higher  stand¬ 
ard  of  living  enjoyed  by  the  West  and  secondly  an  intensification  of  national 
consciousness  in  the  East  which  is  challenged  by  Eastern  colonial  territories 
held  by  the  West. 

Unless  some  reconciliation  can  be  found  for  these  two  hostile  attitudes  of 
East  towards  West  and  vice  versa,  the  world  will  be  drawn  closer  and  closer 
towards  a  third  world  war. 

The  question  for  which  an  immediate  answer  must  be  found,  if  a  conflict 
is  to  be  avoided,  is  what  can  be  done  to  overcome  this  great  difference  in  living 
standards  between  the  East  and  the  West.  The  prosperity  of  any  and  every 
country  depends  on  its  trade,  that  is,  on  both  domestic  trade  and  international 
trade.  This  being  so,  it  is  apparent  that  only  by  increasing  the  trade  of  the 
East  and  by  improving  its  trading  position  with  the  West  can  any  hope  be 
found  for  improving  its  standard  of  living.  This  increase  in  trade  need  not 
necessarily  be  found  wholly  in  the  West,  but  from  that  increase  which  is  found  in 
the  West  both  East  and  West  can  benefit,  economically  as  well  as  politically. 

It  is  important  that  every  possible  encouragement  be  given  to  international 
trade  if  international  peace  is  to  be  found.  This  necessarily  means  a  new  concept 
of  trade  and  tariff.  A  scientific  international  tariff  based  on  national  wage  levels 
is  recommended  as  a  practical  solution. 
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A  Scientific  Tariff  Structure 

In  an  earlier  chapter  of  this  booklet  attention  was  drawn  to  the  need  for  a 
revision  of  national  customs  tariffs  on  a  scientific  basis.  The  need  for  the 
revision  of  all  national  customs  tariffs  has  been  apparent  to  all  international 
traders  for  a  very  long  time.  During  the  depressed  years  of  the  thirties  the 
need  was  very  acutely  felt  indeed.  With  the  outbreak  of  war  any  serious  con¬ 
sideration  of  tariff  revisions  was  dropped  for  the  more  important  business  of 
bringing  the  war  to  a  successful  conclusion.  Since  the  war  ended  in  1945 
piecemeal  revision  has  been  attempted  under  the  impetus  given  by  trade  agree¬ 
ments  entered  into  by  the  various  United  Nations  at  Geneva,  Havana,  Annecy 
and  Torquay.  Such  changes  as  have  taken  place  are  not  basic  but  have  been 
the  result  of  diplomatic  negotiation.  The  task  of  revision  on  a  scientific  basis 
still  remains  to  be  undertaken. 

The  dependence  of  all  trading  countries  on  each  other  has  been  clearly 
demonstrated,  and  if  further  proof  were  necessary  one  need  only  recollect  that 
no  country  can  live  entirely  to  and  by  itself.  In  our  own  case,  Canada’s  foreign 
or  external  trade  is  approximately  one  third  of  its  total  trade.  This  external 
trade  is  vital  to  us  and  it  is  imperative  that  favourable  conditions  for  its 
maintenance  and  growth  should  be  established.  Favourable  conditions  can 
only  be  established  by  bringing  about  the  four  basic  necessary  requirements — 
free  exchange  rates,  removal  of  trade  embargoes  and  quotas,  removal  of 
invisible  tariffs,  or  as  it  is  sometimes  called — customs  maladministration,  and 
the  establishment  of  a  scientific  international  tariff  system. 

A  tariff  structure  that  is  established  on  a  scientific  basis  is  the  only  struc¬ 
ture  that  has  any  hope  of  general  acceptance  among  trading  countries.  To  be 
scientific  is  to  be  reasonable  and  fair.  A  scientific  international  tariff  is 
designed  to  regulate  trade  on  a  basis  of  reasoned  economics,  instead  of  on  a 
basis  of  political  or  economic  opportunism.  If  there  is  any  general  agreement 
on  the  justification  for  a  customs  tariff  it  seems  to  be  based  on  the  acknowl¬ 
edged  right  of  high  wage  countries  to  regulate  or  control  the  competition 
which  they  have  to  meet  in  their  own  markets  from  low  wage  countries.  The 
rates  established  by  the  high  wage  countries  to  regulate  this  competition  are 
sometimes  fair,  sometimes  prohibitive,  but  never  are  they  scientifically  worked 
out  on  a  basis  of  relative  wage  costs  or  wage  rates  between  two  trading 
countries. 

It  should  not  be  too  difficult  to  work  out  the  average  wage  levels  or  average 
wage  rates  in  the  different  trading  countries.  Once  this  has  been  done,  the 
relative  labour  costs  in  each  country  would  be  set  down  in  their  proper  order. 
It  is  quite  true  that  wage  costs  are  only  a  part,  and  sometimes  a  small  part,  of 
total  production  costs.  Nevertheless  for  the  purpose  of  regulating  or  adjusting 
competitive  selling  prices  between  trading  countries  this  is  the  most  reliable 
and  the  fairest  index  of  price  differences.  It  is  also  true  that  efficiency  in  pro¬ 
duction  will  vary  between  one  country  and  another  just  as  it  often  varies 
between  one  industry  and  another.  It  would  be  unwise  and  also  unfair  to 
protect  and  so  perpetuate  inefficiency  which  would  result  from  a  tariff  which 
is  too  high.  One  of  the  valuable  corrective  measures  that  competition  brings 
about  is  an  increase  in  efficiency  and  it  should  be  encouraged,  not  curtailed. 
It  is  sometimes  argued  that  one  country  has  an  advantage  over  another  in  the 
growth  or  production  of  raw  materials*-  or  of  water  power,  and  that  these 
differences  should  be  compensated  for  by  national  customs  tariffs.  Our  con¬ 
sideration  of  this  argument  forces  us  to  the  conclusion  that  such  differences  are 
like  climatic  differences  and  that  it  is  neither  wise  nor  desirable  that  any 
attempt  at  equalizing  them  should  be  made. 

One  must  also  recognize  the  fact  that  wage  levels  in  all  countries  are  not 
fixed,  but  are  fluid  changing  with  changing  economic  and  trading  conditions. 
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We  must  also  realize  that  one  of  the  main  purposes  of  production  and  trade  is 
to  raise  standards  of  living  and  to  enrich  the  lives  of  the  people  in  all  trading 
countries.  These  changes  in  wage  levels  should,  therefore,  be  encouraged  and 
recorded  in  the  wage  structures  of  each  and  every  country. 

After  careful  consideration  of  all  the  elements  entering  into  the  cost  of 
production  which  are  generally  classified  as — raw  materials,  wages,  and  over¬ 
head  expenses — we  are  convinced  that  wages  is  the  best  and  the  fairest  index 
of  total  production  costs.  This  basis  is,  therefore,  proposed  as  the  basis  for  an 
international  scientific  tariff  which  it  is  hoped  will  be  acceptable  to  all  trading 
countries. 

In  the  interests  of  prosperity  and  peace  it  is  important  that  early  agree¬ 
ment  be  reached  by  all  trading  countries  on  a  scientific  international  tariff 
structure. 

Competition  Is  The  Life  Of  Trade 

The  two  principles  upon  which  the  Canadian  Importers  and  Traders 
Association  is  founded  are  “Imports  pay  for  Exports”  and  “Prosperity  depends 
on  Trade”.  To  these  two  principles  a  third  should  perhaps  be  added  “Com¬ 
petition  is  the  life  of  Trade”.  Without  competition  trade  stagnates,  and  as  a 
consequence  prosperity  disappears.  One  of  the  best  illustrations  of  the  appli¬ 
cation  of  this  principle,  or  the  result  of  the  absence  of  competition,  is  to  be 
found  in  the  state  operated  retail  store  in  a  totalitarian  regime  like  Russia. 
There,  stores  have  little  or  no  competition  to  face  and  consequently  lack  the 
incentive  to  efficiency  that  is  so  apparent  in  our  own  free  enterprise  retail 
stores.  Wherever  a  monopoly  exists,  in  either  the  production  or  the  transport, 
or  the  selling  of  merchandise,  there  is  usually  found  to  be  a  lack  of  efficiency. 
We  apparently  need  the  stimulation  or  the  incentive  of  competition  if  we 
are  to  do  our  best.  No  world  records  have  ever  been  set  by  any  one  running 
a  race  with  himself. 

Individually  and  as  business  men,  we  might  all  like  to  be  monopolists 
and  as  such  free  from  competition.  We  are  all  perhaps  inclined  to  feel 
that  it  would  be  a  great  thing  for  each  of  us  if  we  had  no  competition.  We 
then  would  not  have  to  worry  about  our  selling  prices  or  our  costs  being  on 
a  level  with  our  competitors;  we  could  set  our  selling  prices  then  at  whatever 
level  we  liked,  and — Oh  Boy — wouldn’t  we  then  set  selling  prices  at  a  level 
that  would  give  us  handsome  profits.  We  would  not  even  have  to  worry  about 
doing  any  selling.  If  we  had  no  competitors,  buyers  would  then  have  to 
come  to  us  .  .  .  Wouldn’t  that  be  fine?  Yes,  for  us  fortunate  monopolists 
it  would  be  fine — at  least  it  would  for  a  time.  We  could  then  take  it  easy 
and  not  worry  about  a  thing.  It  is  probable,  however,  that  our  customers 
wouldn’t  like  it.  They  would  probably  feel  that  we  were  charging  them 
too  much,  but  we  should  worry,  or  should  we? 

There  is  no  doubt  that  under  this  monopolistic  system  trade  would  fall 
off.  We  would  ourselves  have  more  time  for  golf  and  less  time  for  business. 
Our  sales  might  fall  off  too,  but  we  might  make  this  loss  up  by  increasing 
prices.  However  we  might  juggle  things,  it  is  quite  likely  that  we  would 
find  prices  going  up  and  sales  falling  off.  Production  would  have  to  be  cut 
back  as  a  necessary  consequence  of  this  declining  trend  which  in  turn  means 
laying  off  employees.  It  would  soon  become  apparent  to  all  us  monopolists 
that  we  were  obtaining  our  easy  prosperity  at  the  expense  of  the  rest  of  the 
country.  Our  fellow  citizens,  who  were  not  themselves  monopolists,  would 
not  share  our  prosperity  but  would  provide  that  prosperity  for  us  at  their 
expense.  Sooner  or  later,  however,  we  are  bound  to  find  our  prosperity 
vanishing  too,  but  not  before  we  have  reduced  the  rest  of  the  country  to  a 
very  low  state  indeed. 
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The  truth  of  the  statement  that  competition  is  the  life  of  trade  is  now 
in  this  country  generally  accepted.  What  is  equally  true,  but  not  so  generally 
recognized  is  the  reverse  of  this  principle — “that  monopoly  is  the  death  of 
trade”.  There  are  of  course  varying  degrees  of  monopoly,  not  all  monopolies 
are  absolute.  In  the  field  of  international  trade  many  countries  are  shaping 
their  foreign  or  trading  policy  with  a  view  to  creating  monopolies  for  their 
domestic  manufacturers  in  the  home  markets.  This  policy  carried  to  its 
natural  conclusion  is,  of  course,  the  death  of  trade. 

Competition  is  now  generally  recognized  as  the  best  stimulator  and 
regulator  of  trade  in  both  domestic  and  international  markets,  but  it  must 
itself  be  regulated.  It  is  only  by  the  adoption  of  a  program  of  scientific 
regulation  that  trade  and  prosperity  can  be  increased.  To  put  it  another 
way,  if  trade  contracts  or  shrinks  by  reason  of  the  adoption  of  national  policies 
designed  to  create  national  monopolies,  world  depression  is  inevitable.  Com¬ 
petition  in  international  trade  must  be  encouraged.  Every  country  must  be 
encouraged  to  “export”  and  to  “import”. 

Two  countries  trading  with  each  other,  both  of  whom  have  approximately 
the  same  wage  level,  require  little  in  the  way  of  tariffs  to  regulate  trade  between 
them.  The  greater  freedom  that  can  be  given  to  the  trade  between  any  two 
such  countries  on  the  same  wage  level,  the  better.  Such  conditions  are 
favourable  to  expanding  trade  and  prosperity. 

When  a  high  wage  country  trades  with  a  low  wage  country  it  is  desirable 
that  there  should  be  a  movement  of  goods  in  both  directions — from  high  to 
low  and  from  low  to  high.  When  goods  move  from  the  low  wage  country  to 
the  high  wage  country  a  scientific  tariff  should  equalize  the  imported  cost  of 
the  goods  produced  in  the  low  wage  country  with  the  cost  of  similar  goods 
produced  in  the  high  wage  country. 

When  goods  move  from  a  high  wage  country  to  a  low  wage  country  the 
scientific  tariff  should  also  equalize  the  imported  cost  of  goods  produced  in  the 
high  wage  country  with  the  cost  of  similar  goods  produced  in  the  low  wage 
country. 

It  is  necessary  that  we  enable  our  own  exporters  as  well  as  the  exporters 
of  other  countries  to  compete  in  both  high  wage  countries  and  low  wage 
countries.  Expanding  trade  requires  markets  in  low  wage  countries  as  well  as 
in  high  wage  countries.  When  Canada,  a  high  wage  country,  sell  its  goods  in 
Japan,  a  low  wage  country,  it  is  necessary  that  it  be  able  to  compete  in  that 
/market  with  goods  of  Japanese  production,  and  also  with  goods  produced  in 
other  countries  which  are  imported  into  Japan.  A  scientific  tariff  must  be  able 
to  equalize  prices  for  goods  moving  from  the  upper  levels  down  to  the  lower 
levels,  as  well  as  being  able  to  equalize  the  prices  of  goods  moving  from  the  lower 
levels  to  the  upper  levels. 

A  scientific  tariff  should  encourage  competition  by  equalizing  prices.  It 
will  enable  and  encourage  the  weak  to  trade  with  the  strong  and  vice  versa. 
It  will  also  encourage  the  weak  to  become  strong  by  encouraging  the  weak 
to  raise  wages  and  to  raise  standards  of  living. 

The  old  concept  of  imposing  taxes  or  tariffs  on  imports  and  using  the  money 
collected  in  this  way  to  defray  the  expenses  of  government  must  give  way  for 
something  more  progressive.  It  is  utterly  wrong  to  discourage  trade  by 
embargoing  it  or  by  unfairly  taxing  it.  Trade  is  the  keystone  on  which  all  our 
prosperity  depends.  It  must  be  encouraged  on  a  competitive  basis.  Exporting 
countries  must  be  encouraged  to  sell  their  products  in  the  markets  of  all  trading 
countries.  This  can  only  be  done  by  a  scientific  tariff  internationally  acceptable, 
that  equalizes  prices  down  as  well  as  up.  Trading  monopolies  must  give  way 
to  competition,  for  competition  is  still  the  life  of  trade. 
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In  an  earlier  chapter  it  was  suggested  that  a  scientific  international  tariff 
should  be  the  substitute  or  the  successor  for  Marshall  Aid.  What  was  meant 
by  this  suggestion  is  that  the  low  wage  countries  or  low  standard  of  living 
countries,  who  are  in  need  of  outside  aid,  would  be  receiving  such  aid,  not 
from  the  United  States  alone,  but  from  all  high  wage  countries  with  whom 
each  was  trading.  The  aid  so  given  would  be  directly  related  to  the  needs  of 
each  country  as  indicated  in  its  foreign  purchases  or  imports  and  would,  of 
course,  be  given  on  the  scientific  basis  which  underlies  this  international  tariff 
plan. 

The  benefit  to  any  low  wage  country  which  is  enabled  to  import  goods 
from  high  wage  countries  at  prices  equalized  down  to  the  level  of  production 
costs  in  the  importing  low  wage  country  is  a  measurable  benefit.  In  the  case 
of  consumption  goods  such  as  food,  clothing,  etc.,  such  goods  are  then  available 
to  the  native  population  at  lower  prices,  which  has  the  effect  of  both  lowering 
the  cost  of  living  and  raising  the  standard  of  living  within  the  country. 

In  the  case  of  production  goods  such  as  machinery  tools,  equipment,  etc., 
the  same  lowering  of  imported  cost  occurs  in  the  low  wage  country.  The 
consequence  of  this  is  a  direct  encouragement  to  both  trade  and  industry  in 
the  low  wage  country. 

Trade  can  only  be  encouraged  or  expanded  by  raising  standards  of  living 
in  all  trading  countries.  We  should  never  lose  sight  of  the  principle  that 
“prosperity  depends  on  trade”.  It  is  a  good  thing  for  people,  both  individually 
and  collectively,  that  the  cost  of  living  be  lowered  for  them.  Such  a  lowering 
of  the  cost  of  living  encourages  consumption  which  in  turn  encourages  both 
trade  and  production.  Quite  apart  from  the  benefit  to  the  individual  in  the 
low  wage  country  which  results  from  a  lowering  of  the  cost  of  the  imported 
goods-  which  he  consumes,  there  is  an  even  greater  benefit  conferred  by 
encouraging  native  production  and  industry  to  sell  its  products  on  equalized 
terms  in  other  countries.  If  low  wage  countries  generally  can  be  encouraged 
by  the  proposed  scientific  international  tariff  to  export  their  native  production 
to  other  countries,  a  benefit  of  inestimable  value  is  conferred.  By  the  same 
token  the  benefit  is  twofold,  because  the  exchange  of  goods  for  goods,  benefits 
both  parties  to  the  transaction.  By  this  arrangement  all  trading  countries  are 
benefited. 

Under  the  proposed  scientific  international  tariff,  customs  duties  collected 
by  high  wage  countries  would  no  longer  be  used  to  cover  the  cost  of  national 
government.  These  revenues  would  then  be  used  for  the  purpose  of  subsidizing 
and  expanding  export  trade  to  low  wage  countries  on  a  scientific  basis. 

A  Suggested  International  Tariff  Plan 

In  this  chapter  a  plan  is  outlined  whereby  all'  trading  countries  of  the 
world  may  be  listed  in  order  of  the  average  hourly  wage  rates  paid  in  each. 
For  convenience  the  rates  in  the  schedule  hereunder  are  shown  in  dollars, 
though  any  other  common  currency  unit  would  serve  the  purpose  equally  well. 

The  tariff  rate  shown  opposite  each  country  (which  is  indicated  by  letter 
rather  than  by  name)  is  proportional  to  the  wage  rate  shown  for  each.  A 
maximum  tariff  rate  of  .50  has  been  selected  because  it  was  thought  that  for 
the  intended  purpose  it  was  not  necessary  to  exceed  this  rate.  The  remaining 
tariff  rates  shown  in  the  schedule  vary  between  the  maximum  of  .50  and  the 
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minimum  of  0  and  are,  as  previously  indicated,  proportional  to  the  wage  rate 
shown  for  each  country. 


Average  Hourly 

International 

Country 

Wage  Rate 

Tariff  Rate 

A 

$2.00 

.50 

B 

1.75 

.4375 

C  • 

1.50 

.375 

D 

1.25 

.3125 

E 

1.00 

.25 

F 

.75 

.1875 

G 

.50 

.125 

H 

.25 

.0625 

I 

.10 

.025 

J 

0 

0 

Under  the  proposed  International  Tariff  Plan,  goods  shipped  from  one 
country  to  another  would  be  subject  to  the  payment  of  a  customs  duty  or  tariff 
calculated  at  a  rate  corresponding  to  the  difference  between  the  rate  shown 
opposite  the  importing  country  and  the  rate  shown  opposite  the  exporting 
country  in  the  above  schedule. 

For  example,  if  goods  are  imported  by  country  “A”  from  country  “J”  the 
rate  of  duty  applicable  would  be  calculated  at  a  rate  of  ( .  50 — -0 )  or  50%. 

If  goods  are  imported  by  country  “A”  from  country  “E”,  the  rate  of  duty 
applicable  would  be  (.50 — .25)  or  25%. 

If  goods  are  imported  by  country  “J”  from  country  “A”,  the  rate  of  duty 
applicable  would  be  (0 — .50)  or  — 50%. 

If  goods  are  imported  by  country  “E”  from  country  “A”,  the  rate  of  duty 
applicable  would  be  (.25 — .50)  or  — .25%. 

From  the  above  illustrations  it  will  be  seen  that  where  the  movement  of 
goods  is  up  (from  low  wage  countries  to  high  wage  countries)  the  duty  or 
tariff  is  a  positive  rate  or  a  plus  quantity  to  be  added  to  the  cost  of  the  goods. 
This  is  a  tax  or  duty  imposed  by  the  importing  country  at  the  proper  rate  as 
calculated  according  to  the  above  procedure. 

On  the  other  hand,  where  the  movement  of  goods  is  down  (from  high  wage 
countries  to  low  wage  countries)  the  duty  or  tariff  is  a  negative  rate  or  a  minus 
quantity  to  be  deducted  from  the  cost  of  the  goods  or,  alternatively,  to  be  paid 
as  a  subsidy  by  the  exporting  country  to  the  importer. 

The  objective  of  the  proposed  International  Tariff  Schedule  is  to  encourage 
international  trading  by  attempting  to  approximately  equalize  production  costs 
in  terms  of  wages  paid.  In  equalizing  wage  costs  in  this  way  and  to  this  extent, 
exporting  countries  are  better  enabled  to  compete  with  each  other  in  world 
markets. 

It  is  desirable  that  competition  between  countries  selling  their  surplus 
production  in  world  markets  should  be  conducted  on  a  basis  that  approximates 
equality  of  production  costs  as  nearly  as  possible.  It  is  recognized  that  no 
system  of  national  or  international  tariffs  will  effect  complete  equality.  This 
being  so,  it  would  seem  desirable  to  aim  at  an  ideal  in  the  hope  of  getting  as 
close  to  the  ideal  as  possible. 

The  low  wage  countries  have  a  definite  advantage,  in  lower  labour  costs, 
when  competing  with  high  wage  countries  in  world  markets.  It  is  sometimes 
true  that  this  advantage  is  offset  by  inefficiency  in  production  methods  and  in 
equipment,  as  compared  with  high  wage  countries.  Nevertheless  because 
efficiency  is  desirable,  we  should  seek  to  encourage  it  wherever  possible.  This 
was  the  objective  that  Mr.  Truman  had  in  mind  when  he  enunciated  this  year 
74514—4 
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his  program  for  world  assistance.  Point  four  of  that  program  was  designed 
to  make  American  “know  how”  or  efficiency  available  to  all  deserving  countries. 
The  Colombo  plan  also  contains  a  provision  whereby  those  countries  seeking 
to  create  or  to  expand  industries  within  their  borders,  may  obtain  technical 
advice  and  assistance  from  other  more  technically  advanced  countries. 

International  competition  exists  on  all  levels — high,  low  and  intermediate. 
It  is  desirable,  therefore,  that  our  equalizing  factor  or  international  tariff  be 
effective  on  all  levels.  In  other  words,  it  is  desirable  that  we  equalize  down 
as  well  as  up.  It  is  for  this  reason  that  the  negative  rates  are  applicable  on 
the  export  of  goods  from  high  wage  countries  to  low  wage  countries. 

Flexibility  is  a  very  desirable  feature  for  any  programme  which  has  as 
its  object  the  increase  of  world  trade.  It  is  very  desirable  that  low  wage 
countries  should  be  encouraged  to  raise  their  national  wage  levels  and  their 
national  standards  of  living.  It  is  equally  important,  as  these  changes  are 
brought  about,  that  improved  or  increased  trading  opportunities  should  be 
offered  to  such  countries.  For  this  reason,  the  tariff  schedule  submitted 
should  be  revised  each  year  so  that  where  a  rise  in  national  wage  le\tels  has 
taken  place,  the  country  or  countries  wherein  such  changes  have  taken  place 
should  occupy  their  new  and  proper  place  in  the  schedule.  In  this  way  an 
incentive  is  offered  to  all  trading  countries  to  raise  wages  and  to  improve 
national  standards  of  living. 

As  the  purpose  of  the  international  tariff  plan  is  to  create  and  to  expand 
international  trade,  it  is  important  that  this  goal  be  kept  constantly  in  mind. 
Customs  duties  collected  on  imports  should  not  be  regarded  as  additions  to 
national  revenues,  but  rather  as  a  revolving  fund  for  the  purpose  of  assisting 
exports. 

If  allowed  to  operate  freely  the  plan  will  of  itself  prevent  the  exclusion 
of  exports  and  the  creation  of  monopolies.  It  would  also  act  as  an  automatic 
check  on  dumping. 

The  Proof  Of  The  Pudding 

It  has  for  a  long  time  been  generally  agreed  that  the  proof  of  the  pudding 
is  the  eating  of  it.  This  may  be  the  case  also  with  the  proposed  International 
Tariff  Plan — that  we  can  only  prove  or  disprove  its  worth  by  trying  it  out. 
The  risks  and  changes  involved  in  making  such  a  try  out  do  not  appear  to  be 
very  great.  The  machinery  is  already  set  up,  in  every  trading  country,  for 
the  collection  of  customs  duties  and  the  payment  of  subsidies  where  necessary. 
What  then  do  we  stand  to  gain  or  lose  by  giving  it  a  try? 

In  the  first  place  we  make  a  considerable  gain  from  the  simplicity  of 
the  operation.  Instead  of  using  a  complicated  tariff  schedule  containing  some 
nine  hundred  tariff  items  with  additional  subsections  for  many  of  them,  we 
have  only  one  rate  and  one  tariff  item  for  each  country  from  which  we  may 
import. 

In  the  second  place,  we  make  a  considerable  gain  in  the  more  definite 
arrangements  provided  by  the  plan.  An  importer  knows  at  once  the  rate 
of  duty  he  will  have  to  pay  on  any  merchandise  purchased  in  any  country. 
He  also  knows  that  the  goods  he  wishes  to  import  will  not  be  refused  admis¬ 
sion  by  reason  of  quota  restrictions.  This  same  definite  knowledge  is  of  great 
advantage  to  the  exporter.  He  too  knows  what  duty  his  goods  will  have  to 
pay  on  admission  to  any  country  in  which  he  may  wish  to  sell  and  he  knows 
also  that  under  the  terms  of  the  International  Tariff  Agreement  his  goods 
will  be  admitted  at  the  proper  rate  of  duty. 

In  the  third  place  a  benefit  is  conferred  on  those  countries  most  in  need 
of  it.  The  low  wage  countries  are  enabled  to  purchase  from  high  wage 
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countries  manufactured  goods,  and  machinery  for  their  own  industrial  develop¬ 
ment,  on  more  favourable  terms  (by  reason  of  the  export  subsidy).  Such 
a  benefit  is  twice  blessed.  “It  blesseth  him  that  gives  as  well  as  him  that 
receives”.  This  follows  as  a  result  of  increasing  trade  between  the  two 
countries  and  as  a  consequence  of  this,  increasing  both  production  and  con¬ 
sumption  in  both  countries. 

The  great  gain  which  the  International  Tariff  Plan  has  to  offer  all  trading 
countries  is  this  gain  of  increased  trade.  It  does  not  require  a  great  deal  of 
imagination  to  see  the  benefits  of  such  an  increase.  We  each  of  us  know  the 
benefits  to  be  derived  from  increased  trade  in  our  own  business.  The  other 
fellow  is  in  no  wise  different  from  ourselves,  be  he  in  the  Eastern  group  or 
the  Western  group.  Take  for  example  any  daily  worker  in  the  Eastern  group. 
It  does  not  matter  what  work  he  is  engaged  in — it  may  be  carving  ivory,  or 
hammering  brass,  or  growing  wheat.  In  all  of  these  occupations  his  problem 
is  the  same — to  sell  his  product  for  the  best  price  he  can  obtain  for  it.  If 
his  sales  are  limited  to  the  village  market  in  which  he  resides,  the  market  may 
be  small  and  the  demand  limited,  in  which  case  the  price  he  obtains  will  be 
small  also.  If  the  market  is  not  limited  to  the  immediate  locality  but  includes 
the  other  national  markets  within  the  boundaries  of  the  country,  then  the 
demand  will  be  greater  and  probably  the  price  higher.  If,  however,  the 
market  can  be  still  further  extended  to  include  world  markets,  the  demand 
is  still  further  increased  and  price  correspondingly  advanced.  The  greater 
the  market  the  greater  the  demand  and  the  greater  the  demand  the  greater 
the  price.  This  means  that  the  Eastern  worker  is  in  this  way  encouraged  to 
produce  more  goods  because  he  can  sell  more,  and  he  receives  more  for  his 
labour  in  return,  partly  because  he  has  more  produce  to  sell,  and  partly 
because  there  is  a  greater  demand  for  the  products  of  his  labour. 

If  the  goods  produced  in  the  East  are  exchanged  for  goods  produced  in 
the  West,  both  groups  gain  from  this  increase  in  trade.  In  this  way  standards 
of  living  are  raised  and  the  threat  of  war  removed. 

In  the  exchange  of  goods  between  countries  the  operation  of  an  Inter¬ 
national  Tariff  Plan  is  only  one  of  the  links  in  the  chain.  Some  of  the  other 
links  or  elements  in  this  international  trade  movement  are  Foreign  Exchange 
or  Currency  Exchanges  and  the  influence  of  national  policies.  It  is  an  old 
saying  that  no  chain  is  stronger  than  its  weakest  link.  It  is  important,  there¬ 
fore,  that  all  the  links  in  the  chain  of  international  trade  be  strong  if  the  best 
results  are  to  be  obtained. 

Freedom  of  currencies  and  freedom  of  exchange  rates  is  a  necessary 
condition  of  a  free  society.  Freedom  from  embargoes  and  from  trade 
restrictions  is  also  a  necessary  condition  for  the  successful  operation  of  any 
international  tariff  plan.  Accessibility  to  markets  in  other  countries  and 
accessibility  to  sources  of  supply  in  other  countries  for  all  international  sellers 
and  buyers  is  an  important  link  in  the  chain  of  events  in  expanding  inter¬ 
national  trade.  In  other  words,  the  trading  countries  who  may  wish  to 
participate  in  the  plan  must  do  so  with  a  free  will  and  a  desire  to  improve 
international  conditions  as  well  as  to  improve  national  conditions. 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  26,  1953: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
“The  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals, 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate 
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Thursday,  May  7,  1953. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10:30  a.m. 

Present:  The  Honourable  Senators: — McLean,  Chairman;  Bishop,  Burchill, 
Campbell,  Euler,  Gouin,  ♦  Haig,  Hushion,  Kinley,  Lambert,  MacLennan, 
McDonald,  Pirie  and  Turgeon — 14. 

Consideration  of  the  order  of  reference  of  February  26,  1953,  was  resumed. 

The  following  were  heard: 

Mr.  Paul  J.  G.  Kidd,  legal  counsel,  Hiram  Walker  and  Sons,  Limited. 

Mr.  A.  R.  Mosher,  President,  Canadian  Congress  of  Labour. 

Mr.  M.  Levinson,  Department  of  International  Affairs,  Canadian  Congress 
of  Labour. 

An  appendix  to  the  brief  read  by  Mr.  Kidd,  showing  restrictions,  by 
continents,  on  importation  of  spirits  from  Canada,  was  ordered  to  be  printed 
as  Appendix  E  to  these  proceedings. 


A  draft  Report,  read  by  the  Chairman,  was  discussed,  amended  and 
adopted. 

Consideration  of  the  order  of  reference  was  concluded. 

At  1:00  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees. 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Thursday,  May  7,  1953. 

The  Standing  Committee  on  Canadian  Trade  Relations,  which  was  em¬ 
powered  to  enquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of 
the  free  world,  met  this  day  at  10:30  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  This  is  the  eighth  meeting  of  the  Canadian  Trade  Relations 
Committee  since  reference  was  made  to  us  in  connection  with  a  resolution 
which  was  introduced  in  the  Senate  on  February  12,  and  referred  to  this 
committee  on  the  26th. 

We  have  two  very  important  delegations  here  this  morning.  We  have 
the  Canadian  Congress  of  Labour,  represented  by  Mr.  A.  R.  Mosher  and  Mr. 
Levinson.  Mr.  Mosher  is  the  president,  and  Mr.  Levinson  is  connected  with 
its  Department  of  International  Affairs.  We  also  have  here  Hiram  Walker  & 
Sons  Limited,  represented  by  Mr.  Paul  J.  G.  Kidd,  legal  counsel.  Possibly 
we  could  call  on  Mr.  Kidd  first,  and  then  we  will  call  on  the  delegates  of  the 
Canadian  Congress  of  Labour.  If  Mr.  Kidd  will  please  come  forward,  he  will 
read  his  brief,  and  then  we  will  have  a  question  period,  unless  there  is  some¬ 
thing  a  member  would  like  clarified  while  he  reads  his  presentation. 

Mr.  Paul  J.  G.  Kidd:  I  think  each  member  of  the  committee  has  a  copy 
of  this.  Possibly  it  looks  a  little  formidable,  but  I  think  we  can  run  through  it 
rather  quickly. 

Hon.  Mr.  Haig:  Will  Mr.  Kidd  tell  us  whom  he  represents  and  where  he  is 
from? 

Mr.  Kidd:  I  represent  Hiram  Walker  &  Sons,  distillers,  of  Walkerville, 
Ontario.  I  am  in  the  law  department  there.  My  name  is  Kidd. 

As  we  stated  in  accepting  the  invitation  of  your  Committee  to  make  a 
submission,  we  appreciate  being  asked  to  do  so,  and  we  hope  our  experience 
may  be  of  assistance  to  you. 

Hiram  Walker  &  Sons  Limited,  distillers,  of  Walkerville,  Ontario,  was 
founded  in  1858.  We  have  been  engaged  in  the  export  trade  for  over  70  years 
and  are  continually  endeavouring  to  expand  our  export  business.  Total  exports 
of  potable  spirits  from  Canada  for  the  calendar  year  1952,  according  to  govern¬ 
ment  statistics,  were  valued  at  $54,443,853.00,  of  which  $44,278,100.00  went  to 
the  United  States.  The  problem  of  trying  to  maintain  and  increase  our  export 
trade  is  a  daily  one.  While  we  are  presently  shipping  some  goods  to  more  than 
100  countries  of  the  world,  to  arrive  at  this  number  we  have  to  count  many 
countries  to  which  we  can  ship  only  small  diplomatic  accounts,  military 
accounts  and  ships’  stores  accounts  which  are  not  subject  to  ordinary  trade 
restrictions.  As  will  be  seen  the  ordinary  trade  channels  in  many  of  these 
countries  are  completely  closed  to  us,  usually  due  to  import  restrictions  and 
exchange  difficulties. 

The  invitation  of  your  Committee  asks  us  to  deal  with  the  problem  of 
increased  economic  co-operation  between  the  NATO  countries,  and  between 
the  NATO  countries  and  other  countries  of  the  world.  As  far  as  our  business 
is  concerned,  there  is  no  practical  difference  between  a  NATO  country  and  the 
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others.  May  I  interject  that  we  do  well  in  some  NATO  countries,  we  do  hardly 
anything  in  some  others.  The  same  condition  applies  to  non-NATO  countries. 

NATO  COUNTRIES: — Leaving  out  Canada  the  remaining  NATO  countries 
are  as  follows:  Belgium,  Denmark,  France,  Greece,  Iceland,  Italy,  Luxembourg, 
The  Netherlands,  Norway,  Portugal,  Turkey,  United  Kingdom,  United  States 
of  America. 

We  summarize  below  the  situation  with  respect  to  the  entry  of  our  products 
into  each  of  those  countries  except  as  to  tariffs  which  are  not  treated  herein 
since  the  main  obstacle  to  getting  our  goods  into  most  countries  is  not  a  tariff 
one.  In  any  event,  of  course,  the  tariff  question  is  most  complicated.  Your 
Committee  will  observe  the  numerous  restrictions  which  are  most  discouraging 
to  Canadian  exporters  after  so  many  years  of  effort  and  expense  in  building 
up  markets.  Prior  to  World  War  II  there  were  no  governmental  restrictions 
against  importing  into  any  of  these  countries,  at  which  time  we  did  a  steady 
business  in  all  of  them  except  Turkey. 

BELGIUM: — A  complete  ban  had  been  placed  on  Canadian  spirits  but  the 
government  has  recently  begun  to  issue  small  import  permits. 

Hon.  Mr.  Campbell:  I  wonder  if  the  witness  would  elaborate  on  that,  and 
state  where  there  is  a  ban  by  reason  of  currency  restrictions.  It  would  be 
helpful  if  he  would  indicate  in  each  case  why  there  is  a  prohibition  such  as  the 
one  he  has  just  mentioned. 

Mr.  Kidd:  I  think  I  could  say  this,  that  it  is  always  a  matter  of  import 
restrictions,  ordinarily  due  to  lack  of  dollars.  I  will  mention  one  or  two 
countries  where  there  is  prohibition  due  to  religious  difficulties  or  something 
of  that  order. 

DENMARK — There  is  an  import  restriction  on  all  luxury  articles  from 
Canada  with  an  exception  being  made  for  goods  sold  in  stores  permitted  to 
sell  such  goods  to  visitors  having  dollars  to  spend.  Inportations  of  Canadian 
Whisky  for  the  ordinary  domestic  trade  are  not  possible. 

Hon.  Mr.  Turgeon:  Does  that  apply  only  to  whisky  from  Canada,  or  is  it 
applied  to  whisky  from  all  other  outside  countries? 

Mr.  Kidd:  I  am  not  sure  I  can  answer  that  exactly,  but  we  do  find  that  the 
Scotch  distillers  are  able  to  ship  to  many  countries  to  which  we  cannot  ship. 

Hon.  Mr.  Haig:  But  they  are  in  the  sterling  area. 

Mr.  Kidd:  That  is  because  they  are  willing  to  take  sterling,  of  course. 
I  would  not  be  a  bit  surprised  if  some  Scotch  went  into  Denmark. 

FRANCE — Shipments  of  whisky  and  other  luxury  goods  from  the  dollar 
area  are  only  purchasable  with  3%  of  earnings  on  exports  from  France  to 
Canada  and  the  United  States.  Notwithstanding  the  fact  that  French  wines, 
brandy  etc.  enter  Canada  without  restriction  we  are  unable  to  get  more  than  a 
small  quantity  of  our  products  into  France.  Only  the  fact  that  some  of  our 
affiliated  companies  have  agencies  for  the  importation  of  wines  and  spirits 
from  France  enables  us  to  make  the  present  small  shipments. 

GREECE — No  import  permits  are  granted  for  Canadian  whisky  for  sale 
on  the  domestic  market. 

Since  the  brief  was  prepared,  just  this  week,  we  received  intimation  from 
the  Department  of  Trade  and  Commerce  that  there  will  be  some  relaxation 
of  restrictions  on  certain  goods,'  including  whisky.  Whisky  may  now  be 
imported,  but  just  in  what  quantities  and  on  what  basis  we  are  not  yet 
informed.  But  there  has  been  a  little  loosening  up  in  Greece,  although  perhaps 
Greece  so  far  as  we  are  concerned  is  not  a  very  important  market. 

Hon.  Mr.  Kinley:  I  think  you  said  with  regard  to  France  that  you  your¬ 
selves  can  dispose  of  some  of  the  wines  of  that  country,  and  in  that  way  you 
get  some  of  your  goods  into  France. 
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Mr.  Kidd:  Yes,  sir. 

Hon.  Mr.  Kinley:  There  is  something  there:  that  is  an  individual  exchange 
of  products  with  a  country,  which  is  rather  novel.  If  you  can  get  your  goods 
into  a  country  because  you  exchange-  products  with  a  firm  in  that  country,  that  is 
something  new  to  me. 

Hon.  Mr.  Euler:  Barter. 

Hon.  Mr.  Kinley:  Well,  that  is  individual  barter. 

Hon.  Mr.  Burchill:  Would  it  not  be  better  to  let  Mr.  Kidd  present  his 
brief,  and  when  he  gets  through  we  can  ask  him  all  the  questions  we  want  to. 

Hon.  Mr.  Kinley:  Don’t  get  disturbed.  I  was  just  asking  the  question 
because  I  thought  it  was  an  important  point,  a  new  approach.  I  have  the 
answer,  and  the  answer  is,  they  can  do  it. 

Mr.  Kidd:  Perhaps  I  can  answer  the  question  this  way.  We  will  come 
to  one  or  two  other  cases  which  are  somewhat  similar. 

ICELAND: — From  time  to  time  the  Governmental  Icelandic  Wine  Monopoly 
receives  dollars  enabling  it  to  purchase  Canadian  Whisky  for  the  Icelandic 
domestic  market.  They  are  able  to  purchase  quantities  in  excess  of  their 
pre-war  imports  so  we  have  no  problem  as  to  Iceland  which  is  a  very  limited 
market. 

ITALY :  — Before  granting  an  import  permit  for  Canadian  Whisky,  the 
Italian  authorities  insist  that  Canadian  Distillers  shall  purchase  for  their  own 
use  artisan-ware  advertising  novelties,  particularly  ceramic-ware,  leather-ware, 
wood- work  or  straw- work.  Italy  allows  in  whisky  to  the  amount  of  75  per 
cent  of  the  value  of  the  novelties  purchased.  However,  speaking  for  our  own 
company,  we  have  been  unable  to  work  out  anything,  because  the  samples 
submitted  were  too  expensive  and  not  suitable  for  our  use. 

LUXEMBOURG: — Luxembourg  has  a  complete  Customs  union  with 
Belgium.  Same  situation  as  in  Belgium. 

THE  NETHERLANDS: — Ten  per  cent  of  Dutch  exporters’  dollar  earnings 
may  be  used  for  the  import  of  luxuries  which  dollars  are  obtainable  at  a 
premium  of  about  50  per  cent  above  the  ordinary  rate  of  exchange  which 
limits  our  sales  to  a  minimum. 

NORWAY. — No  import  licences  have  been  granted  for  the  importation 
of  Canadian  Whisky  since  World  War  II.  The  Norwegian  Government  were 
approached  regarding  compensation  arrangements  for  whisky  against  nitrates 
but  they  were  not  interested. 

We  shall  come  to  one  or  two  other  cases  of  this  compensation  type  of 
arrangement,  or  barter,  as  someone  described  it. 

PORTUGAL. — Import  permits  are  not  granted  for  luxury  goods  from 
hard  currency  countries.  The  principle  of  compensation  is  recognized,  and 
we  have  recently  been  able  to  arrange  one  very  small  shipment  of  whisky 
against  a  purchase  of  corks  for  our  own  use.  We  understand  that  there 
is  a  10  per  cent  tax  on  all  imports  made  under  compensation  arrangements. 

TURKEY. — Import  permits  are  not  made  available  for  luxury  articles. 
We  have  never  been  able  to  export  anything  to  Turkey  for  the  domestic  trade 
as  the  Moslem  religion  prohibits  consumption  of  alcohol. 

UNITED  KINGDOM. — Under  the  United  Kingdom  token  shipment  scheme, 
token  shipments  of  whisky  from  Canada  are  now  allowed  into  the  United 
Kingdom  on  the  basis  of  30  per  cent  of  the  average  value  of  the  imports  during 
the  years  1936,  1937  and  1938.  For  1951  the  rate  was  40  per  cent. 

I  shall  have  something  more  to  say  a  little  later  on  about  this  token 
shipment  scheme.  We  are  going  to  suggest  to  the  committee  that  that 
principle  be  extended. 
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UNITED  STATES  OF  AMERICA.— No  restrictions. 

REMARKS: 

As  pointed  out  above  military  forces  and  members  of  the  diplomatic 
corps  on  duty  in  countries  other  than  their  own  who  have  dollars  available 
are  allowed  to  import  spirits  from  Canada  for  their  own  consumption  and  are 
not  subject  to  restrictions  in  force  in  the  above  markets. 

I  put  that  statement  in  more  or  less  for  the  record  because  it  may  be 
that  we  might,  for  instance,  make  some  shipment  to  United  States  consul 
officials  or  somebody  like  that  in  Turkey,  so  actually  there  would  be  something 
going  in  but  not  through  the  ordinary  channels  of  trade.  This  is  a  very 
special  type  of  thing. 

It  will  be  observed  from  the  above  that  our  business  through  ordinary 
trade  channels  in  most  of  these  countries  is  at  present  severely  restricted.  The 
volume  we  do  is  almost  negligible  compared  with  what  we  could  do  if  no 
restrictions  existed.  This  situation  prevails  notwithstanding  the  tremendous 
gifts  and  loans  that  have  been  made  to  many  of  these  countries  by  Canada. 

NON  NATO  COUNTRIES 

Coming  now  to  the  countries  which  are  not  members  of  the  North  Atlantic 
Treaty  Organization,  we  do  not  think  we  should  burden  the  Committee  further 
with  our  difficulties  in  each  and  every  one  of  them.  However,  an  example  will 
illustrate  the  problems  and  we  have  also  attached  hereto  a  complete  Appendix 
arranged  by  continents  which  lists  each  country  and  shows  the  restrictions  in 
effect  on  the  importation  of  spirits  from  Canada,  which  in  most  cases  are  such 
that  spirits  are  completely  excluded. 

AUSTRALIA. — Australian  wines  and/or  brandy  can  be  purchased  in  any 
Province  in  Canada  and  yet  we  are  unable  to  get  one  bottle  of  our  Canadian 
Club  whisky  or  any  other  brand  into  the  ordinary  channels  of  trade  in 
Australia,  notwithstanding  the  intelligent  and  whole-hearted  co-operation  we 
have  received  from  the  Canadian  Government  Trade  Commissioner  service. 
Such  imports  from  Canada  are  prohibited  by  Australia.  When  an  import  of 
spirits  is  permitted  into  Canada  from  another  country,  we  feel  that  Canadian 
distillers  and  others  in  the  trade  are  in  a  strong  position  to  ask  that  at  least 
token  exports  of  their  goods  should  be  permitted  to  the  favoured  country. 
The  argument  is  frequently  used  that  some  goods  are  more  necessary  for  the 
economy  of  the  importing  country  than  others  with  the  result  that  our  whisky 
is  excluded.  However  although  as  pointed  out  above  we  were  unable  to  get 
one  bottle  of  our  whisky  into  Australia,  Australia  imported  413,364  proof 
gallons  of  Scotch  and  Irish  whisky  from  the  United  Kingdom  in  the  calendar 
year  1952. 

REMEDIES. — We  have  repeatedly  urged  that  at  least  some  token  ship¬ 
ments  should  be  allowed  into  these  markets  so  that  the  sales  promotion  efforts 
for  many  years  past  would  not  come  to  naught  but  that  instead  sufficient  of 
our  goods  would  be  allowed  in  to  keep  valuable  brand  names  alive.  If  a  brand 
is  off  the  market  for  some  time  it  is  easily  forgotten  by  the  buying  public  and 
new  tastes  are  acquired.  There  is  involved  not  only  the  loss  of  present  sales 
but  a  weakening  of  goodwill  for  future  export  trade  to  the  continued  detriment 
of  Canada  and  the  loss  of  markets  which  were  built  up  at  great  effort  and 
expense  over  a  long  period  of  years.  We  urge  the  Committee  to'  carry  this 
further.  Canada  is  continually  trying  to  increase  her  exports  and  spirits  have 
been  an  important  factor  in  the  total.  The  quantity  of  such  token  shipments 
would  not  upset  the  economy  of  any  of  these  countries.  We  cannot  emphasize 
too  strongly  the  need  for  extending  the  principle  of  token  shipments  to  all 
markets  for  the  benefit  of  Canadian  exporters.  This  plan  is  now  permitted 
by  the  United  Kingdom  and  the  British  West  Indies  only. 
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As  far  as  suggesting  an  overall  remedy  is  concerned  it  is  most  difficult 
to  arrive  at  any  complete  solution,  except  for  the  most  obvious  suggestion, 
namely  the  convertibility  of  Sterling  on  which  the  best  minds  on  both  sides  of 
the  Atlantic  have  been  working. 

We  have  been  doing  what  we  could  to  improve  the  dollar  situation  in  the 
United  Kingdom  by  buying  from  it  as  much  as  possible  particularly  millions 
of  lead  capsules  which  go  over  the  neck  of  our  bottles,  silk  thread  water¬ 
marked  paper  for  labels,  quantities  of  Scotch  malt  whisky  for  blending, 
advertising  material  and  other  miscellaneous  items. 

Furthermore  our  own  distilleries  in  Scotland  are  producing  and  exporting 
Scotch  whisky  to  many  parts  of  the  world,  particularly  the  United  States,  and 
are  therefore  substantial  dollar  earners  for  the  United  Kingdom. 

In  considering  remedies  for  the  problem  there  is  no  doubt  that  the  present 
standard  of  living  in  Canada  is  largely  due  to  the  fact  that  it  has  found  markets 
abroad  for  its  goods  and  that  it  has  consistently  exported  more  than  it  has 
imported.  We  believe  this  concept  should  have  the  strong  support  of  your 
Committee.  Except  for  the  years  1950  and  1951  the  dollar  value  of  exports 
has  exceeded  imports  as  far  back  as  we  can  obtain  figures. 

In  concluding  this  submission  we  would  like  to  say  that  we  have  always 
received  the  most  helpful  and  intelligent  co-operation  frpm  the  Department  of 
Trade  &  Commerce  in  Ottawa  and  the  Canadian  Government  Trade  Com¬ 
missioner  service  abroad  in  an  attempt  to  solve  these  difficult  problems  which 
occur  in  so  many  world  markets. 

We  come  now,  honourable  senators,  to  quite  a  lengthy  appendix.  I  do 
not  propose  to  go  into  each  country  in  detail  unless  the  committee  would  like 
to  have  me  do  so. 

Hon.  Mr.  Haig:  I  do  not  think  there  would  be  any  advantage  to  go  into 
each  one  in  detail. 

Mr.  Kidd:  No,  I  think  not. 

Hon.  Mr.  Haig:  The  problem  is  how  to  meet  the  general  question  of 
restrictions.  I  do  not  want  to  interrupt. 

The  Chairman:  Perhaps  this  appendix  to  your  brief  could  be  put  in  as 
an  appendix  to  today’s  proceedings  of  this  committee. 

(See  Appendix  E  to  today's  Proceedings.) 

Mr.  Kidd:  I  shall  be  brief  in  referring  to  the  appendix  at  this  stage.  If 
honourable  senators  will  run  their  eyes  down  the  right-hand  column  they  will 
see  the  initials  “B.W.I.L.P.”  appearing  in  many  places.  These  initials  stand 
for  “British  West  Indies  Liberalization  Plan”.  This  is  similar  to  the  United 
Kingdom  Import  Token  Scheme.  There  is  a  note  in  the  appendix  which  I 
should  refer  to  at  this  time.  It  reads: 

British  West  Indies  Liberalization  Plan:  Under  this  plan,  Canadian 
firms  who  have  exported  to  the  B.W.I.  colonies  for  the  years  1946,  1947 
and  1948  are  permitted  to  apply  to  the  Department  of  Trade  and  Com¬ 
merce  for  an  allocation  for  40  per  cent  of  the  average  F.O.B.  factory 
value  of  their  own  shipments  in  those  years  for  each  colony. 

Hon.  Mr.  Kinley:  This  list  includes  Cuba  too,  I  notice.  There  are  no 
restrictions  in  Cuba. 

Mr.  Kidd:  That  is  not  one  of  the  British  West  Indies.  There  are  several 
countries  appearing  on  the  bottom  of  page  A-l  of  the  appendix,  on  which 
there  are  no  restrictions. 

Hon.  Mr.  Kinley:  How  do  you  account  for  the  fact  that  there  are  no 
restrictions  in  the  case  of  Turks  Island? 

Mr.  Kidd:  That  is  a  good  question.  I  am  not  sure  I  can  account  for  it. 
I  suppose  they  get  a  few  tourists. 

Hon.  Mr.  Kinley:  It  is  a  great  salt  island.  There  is  a  lot  of  salt  there. 
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Mr.  Kidd:  It  is  a  tiny  market  as  far  as  we  are  concerned. 

Hon.  Mr.  Kinley:  But  there  are  no  restrictions  there. 

Mr.  Kidd:  I  appreciate  your  question,  senator.  As  I  say,  I  am  not  prepared 
to  say  just  why  there  is  no  restriction  there. 

Hon.  Mr.  Kinley:  Maybe  no  restrictions. 

Mr.  Kidd:  That  is  right;  Puerto  Rico,  Virgin  Islands,  French  Antilles.  I 
would  be  glad  to  look  into  that  a  little  more  and  let  you  know,  senator.  They 
are  just  tiny  amounts  that  perhaps  do  not  mean  a  barrier. 

Hon.  Mr.  Kinley:  But  it  would  be  interesting  to  see  the  communication 
between  that  island  and  the  other  islands.  It  may  be  a  centre,  you  know. 

Mr.  Kidd:  Then  on  page  2  of  the  appendix,  if  I  might  say  a  word  about 
South  America.  We  look  down  to  Venezuela,  in  the  middle  of  the  page.  This 
is  the  only  free  market  in  South  America.  We  might  consider  that  pre-war. 
Now  Europe.  I  do  not  think  there  is  anything  special  to  say  about  that. 
I  thought  it  might  be  interesting  to  the  committee  to  refer  to  Spain,  page  A- 3, 
as  illustrating  the  efforts  we  do  make.  We  recently  suggested  to  the  Spanish 
authorities  that  we  would  exhibit  at  the  Madrid  Spring  Fair  if  they  would 
grant  us  an  import  permit  in  compensation.  The  reply  was  to  the  effect  that 
no  import  permits  can  be  made  available  to  Canada.  In  other  words,  if  we 
had  spent  $1,000  on  an  exhibit  of  some  sort  and  they  let  us  have  40  per  cent 
of  that  value — but  they  would  not  listen.  There  is  an  interesting  situation 
in  Sweden.  After  prolonged  negotiations,  the  Swedish  government  agreed  to 
grant  us  compensation  for  our  whiskies  against  the  purchase  of  wood  tops 
used  for  corks  on  a  25  per  cent  basis  which  allowed  us  to  make  a  sale.  This 
procedure  is  so  cumbersome,  time  consuming  and  expensive  as  to  make  it 
hardly  worthwhile.  In  fact  when  we  started  negotiations  we  understood  that 
the  compensation  would  be  on  a  50  per  cent  basis.  This  was  reduced  to 
33  1/3  per  cent  and  then  to  25  per  cent  which  included  freight  to  Sweden 
so  that  our  actual  basis  of  compensation  worked  out  at  18  per  cent.  In  other 
words,  by  buying  $100  worth  of  corks  from  Sweden  we  could  get  $18  worth 
of  our  whiskey  into  Sweden.  In  the  meantime,  we  built  up  a  nice  big  file. 
I  think  we  sent  a  man  twice  from  Sweden  to  England,  and  that  was  what 
resulted. 

I  do  not  think  I  have  any  special  comments  on  Africa  or  on  any  of  the 
remaining  countries  which  are  dealt  with.  We  went  to  some  pains  to  dig 
out  this  information  and  it  is  all  here  if  anyone  cares  to  go  over  it.  Again, 
I  note  at  the  bottom  of  the  last  page  that  military  forces  and  diplomatic 
people  on  duty  in  countries  other  than  their  own  who  have  dollars  available 
are  allowed  to  import  spirits  from  Canada  for  their  own  consumption  and  are 
not  subject  to  restrictions  in  force  in  any  of  the  above  markets. 

I  think  that  concludes  our  submission,  Mr.  Chairman. 

Hon.  Mr.  McDonald:  I  suppose  the  trouble  with  Australia  is  the  lack  of 
dollars? 

Hon.  Mr.  Haig:  They  are  buying  from  Britain. 

Hon.  Mr.  Kinley:  What  percentage  of  your  production  is  exported? 

Hon.  Mr.  Euler:  Mostly  to  the  States,  anyway. 

Mr.  Kidd:  And  the  bulk  is  to  the  U.S.  I  am  not  in  a  position  to  say  what 
percentage  of  our  plant  capacity  is  devoted  to  it.  I  do  not  know  that. 

Hon.  Mr.  Kinley:  I  just  wanted  to  see  how  good  a  job  you  are  doing.  We 
are  dealing  here  with  export  trade,  and  if  your  percentage  on  exports  now  is 
large,  why,  you  are  in  a  favourable  position. 

Mr.  Kidd:  Well,  the  Dominion  Bureau  of  Statistics  records,  of  course, 
usually,  consistently  higher  exports  from  Canada  of  spirits.  This  is  the  D.B.S. 
publication — the  sale  and  control  of  alcoholic  beverages  in  Canada;  and  at 
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page  28  is  set  out  the  exports*  of  Canada  of  domestic  alcoholic  beverages.  I 
would  just  pick  a  figure  out  at  the  end  of  the  war  1945.  The  exports  were 
close  to  18  million,  and  by  1951  they  were  almost  47  million. 

Hon.  Mr.  Euler:  You  were  speaking  of  your  distillery  or  distilleries  in 
Great  Britain — I  suppose  in  Scotland. 

Mr.  Kidd:  Yes,  sir. 

Hon.  Mr.  Euler:  If  you  have  your  own  manufacturing  facilities  over  there 
why  are  you  concerned  about  exporting  to  Great  Britain;  is  it  because  there 
you  make  only  Scotch  Whiskies? 

Mr.  Kidd:  Yes,  sir. 

Hon.  Mr.  Euler:  And  you  would  like  to  send  in  some  of  your  rye  products? 

Mr.  Kidd:  That  is  right.  Our  Canadian  Club,  of  course,  has  been  widely 
advertised,  and  pre-war  was  shipped  to  so  many  of  these  places  from  which  we 
now  find  ourselves  excluded. 

Hon.  Mr.  Euler:  That  takes  off  South  Africa  also.  You  send  nothing  in 
there  at  all,  but  we  do  buy  considerable  brandy. 

Mr.  Kidd:  That  is  true.  South  Africa  Brandy  is  sold  in  all  the  stores. 

Hon.  Mr.  Kinley:  Unfortunately  we  buy  more  from  them  than  they  buy 
from  us. 

Hon.  Mr.  Horner:  Why  is  there  no  Scotch  liquor  manufactured  in  England, 
but  in  Scotland,  and  thl  gin  in  England?  You  would  not  be  allowed  to 
manufacture  scotch  in  England? 

Mr.  Kidd:  Scotch  is  a  definite  product  of  Scotland,  of  course. 

Hon.  Mr.  Horner:  At  the  time  of  union  the  Scotch  were  to  make  scotch 
and  England  the  gin. 

Mr.  Kidd:  That  is  very  interesting,  I  didn’t  know  that,  senator. 

Hon.  Mr.  Burchill:  I  take  it  from  your  brief  that  Turkey  is  a  strictly 
prohibition  country,  is  it? 

Mr.  Kidd:  Yes  sir, — the  Moslem  religion.  I  think  there  was  one  other  of 
those,  Arabia,  on  page  A- 5.  King  Ibn  !$aud  recently  imposed  an  absolute 
prohibition  on  alcohol,  even  for  diplomats  and  foreign  employees  in  the  oil 
fields. 

Hon.  Mr.  Bishop:  Why  can  we  not  get  into  Australia  when  we  buy  so  much 
Australian  brandy? 

Mr.  Kidd:  Well,  we  think  we  should,  senator,  on  the  same  basis  that  we 
get  into  England.  The  United  Kingdom  scheme  calls  for  30  per  cent  and  while 
we  would  like  it  to  be  better,  still  you  can  keep  up  some  flow  of  goods  and 
keep  your  markets  alive. 

Hon.  Mr.  Campbell:  Did  you  do  any  business  with  Australia  before  the 
last  war? 

Mr.  Kidd:  Yes,  sir.  I  can’t  tell  you  the  last  time  we  shipped  them  any¬ 
thing,  but  this  condition  has  not  always  prevailed,  no. 

Hon.  Mr.  Campbell:  Purely  a  currency  restriction. 

Mr.  Kidd:  Yes,  sir. 

The  Chairman:  Mr.  Kidd,  with  reference  to  countries  that  might  have  a 
favourable  dollar  balance,  there  are  different  parts  of  the  British  Empire  that 
have  a  favourable  dollar  balance,  but  of  course  those  dollars  go  into  the  general 
pool,  but  are  any  of  those  countries  with  a  favourable  dollar  balance  allowing 
the  importation  of  spirits? 

Mr.  Kidd:  Well,  I  don’t  know  that  I  can  answer  that.  Australia  might  be 
one  of  those. 


220 


STANDING  COMMITTEE 


The  Chairman:  You  do  not  know  whether  Australia  has  a  favourable 
dollar  balance. 

Mr.  Kidd:  I  should  think  they  might  have.  As  you  say,  it  goes  into  a  pool. 
It  might  be  that  Australia  would  be  very  well  able  to  do  this. 

The  Chairman:  I  can  appreciate  your  argument  with  respect  to  losing 
trademarks.  One  case  came  to  my  notice  where  an  exporting  concern  wanted 
to  keep  the  trademarks  alive,  and  in  an  effort  to  do  so  would  make  a  free  gift — 
no  dollars  involved  at  all.  They  would  give  it  away  free  if  you  would  take  it 
into  your  country,  so  that  trademarks  could  be  kept  alive.  That  was  turned 
down  some  time  ago.  I  do  not  think  they  have  been  allowed  to  even  give 
their  goods  away  to  keep  the  trademarks  alive. 

Hon.  Mr.  Euler:  I  notice  you  are  making  your  own  arrangements  with 
these  countries,  and  are  having  a  great  deal  of  success.  I  wondered  if  you  had 
invoked  the  service  of  the  Department  of  Trade  and  Commerce. 

Mr.  Kidd:  I  think  I  can  say,  senator,  that  all  this  is  done  with  the  knowl¬ 
edge  of  the  department,  we  are  working  constantly  with  their  Ottawa  people 
and  foreign  people,  and  I  know  most  of  those  chaps  when  they  come  back  to 
Canada  tour  around  the  various  exporters,  and  we  see  a  lot  of  them  at  our 
office,  and  I  would  be  very  sure  that  this  was  known  to  them. 

Hon.  Mr.  Euler:  They  do  not  object  to  your  making  your  own  arrange¬ 
ments  if  you  can  make  them? 

Mr.  Kidd:  No,  not  at  all,  no. 

Hon.  Mr.  Kinley:  I  think  you  have  a  manufacturing  concern  in  the  British 
Isles? 

Mr.  Kidd:  Yes,  we  have  a  large  distillery  there,  sir,  Dunbarton  on  the  Clyde. 

Hon.  Mr.  Kinley:  Owned  by — ? 

Mr.  Kidd:  Owned  by  ourselves.  A  separate  subsidiary  company,  of  course. 

Hon.  Mr.  Kinley:  You  call  your  whisky  Canadian  Club? 

Mr.  Kidd:  No,  sir;  Canadian  Club  is  only  made  in  Canada.  We  make 
Scotch  over  there,  of  course.  The  United  Kingdom  is,  as  you  know,  primarily 
a  Scotch  market,  but  there  is  some  Canadian  whisky  drunk.  The  whole  pur¬ 
pose  of  this  submission  is  the  advancement  of  trade  as  far  as  our  Canadian 
whisky  is  concerned.  Of  course  we  have  our  Scotch  interests,  and  we  have 
large  interests  in  the  United  States  and  so  on.  That  is  outside  the  scope  of 
this  presentation:  it  is  exportation  from  Canada  that  we  are  concerned  with. 

Hon.  Mr.  Horner:  Do  they  manufacture  their  own  whisky  in  Turkey, 
although  the  nation  is  supposed  to  be  a  nation  of  abstainers? 

Hon.  Mr.  Haig:  They  do  not  use  any. 

Mr.  Kidd:  I  do  not  suppose  there  is  any  used  there. 

Hon.  Mr.  Horner:  The  wonderful  man  who  modernized  Turkey  drank  him¬ 
self  to  death.  Maybe  he  did  it  with  Canadian  whisky. 

The  Chairman:  Maybe  that  is  why  they  ban, it! 

Mr.  Kidd:  Our  sales  there  would  not  indicate  that  anybody  had  done  so. 

The  Chairman:  I  notice  you  mention  the  Belgian  Congo.  Lately  there 
has  been  quite  a  boom  in  Uranium  ore.  They  are  importing  much  more  than 
they  did  two  or  three  years  ago,  and  probably  stocks  may  have  run  out  there. 

Mr.  Kidd:  Well,  we  would  be  hopeful. 

The  Chairman:  I  know  that  exporters  are  getting  in  there  more  now  than 
they  did. 

Mr.  Kidd:  I  may  say  we  do  not  let  any  of  this  “lie”,  so  to  speak.  We  have 
agents  in  all  these  countries  who,  for  profit  reasons,  if  no  others,  are  Constantly 
working  on  these  subjects. 
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Hon.  Mr.  Lambert:  The  volume  of  your  trade  with  the  British  West  Indies 
is  not  as  great  as  it  was  in  1947-48? 

Mr.  Kidd:  No,  it  is  just  40  per  cent. 

Hon.  Mr.  Lambert:  Are  you  coming  up  to  your  full  40  per  cent? 

Mr.  Kidd:  Yes,  sir.  We  use  everything  we  can  get. 

Hon.  Mr.  Euler:  Have  you  subsidiaries  in  the  United  States?  I  suppose 
you  have. 

Mr.  Kidd:  Oh,  yes,  we  have  quite  a  large  show  there.  We  have  a  large 
place  at  Peoria,  Illinois. 

Hon.  Mr.  Euler:  Do  you  make  the  same  kind  of  whisky  there — Canadian? 

Mr.  Kidd:  No,  sir.  The  Canadian  whisky  is  a  distinctive  product  of 
Canada,  and  is  only  made  in  Canada.  But  fortunately  the  Canadian  distillers 
enjoy  quite  a  large  market  in  the  United  States.  The  whisky  has  had  a  wide 
acceptance  there.  But  it  must  be  made  in  Canada. 

Hon.  Mr.  Euler:  In  competition  with  yourselves! 

Mr.  Kidd:  Well,  yes,  in  a  sense  we  are,  but  of  course  there  are  other  classes 
and  kinds  and  so  on.  If  we  only  exported  from  Canada  we  might  restrict 
ourselves  to  a  very  limited  portion  of  the  United  States  market.  There  are 
questions  of  types  and  prices  and  all  that  sort  of  thing. 

The  Chairman:  Canadian  Club,  your  top  brand,  is  only  manufactured  in 
Canada? 

Mr.  Kidd:  Yes. 

Hon.  Mr.  Campbell:  Was  the  validation  tax  a  handicap  with  you  while  it 
was  imposed,  as  affecting  exports? 

Mr.  Kidd:  Yes,  I  would  say  so. 

Hon.  Mr.  Campbell:  You  are  glad  to  be  free  of  that. 

Mr.  Kidd:  Very  much  so. 

Hon.  Mr.  Campbell:  Could  you  summarize  your  submissions  by  a  state¬ 
ment  such  as  this,  that  you  feel  that,  since  Canada  has  no  restrictions  against 
the  importation  of  alcohol  and  spirituousj  beverages,  we  should  enjoy  a  some¬ 
what  similar  arrangement  with  all  countries  to  whom  we  grant  these  export 
rights? 

Mr.  Kidd:  I  would  think  that  is  a  very  fair  statement,  senator.  But  I  did 
not  intend  to  put  my  case  quite  that  high.  We  had  only  suggested  here  as  a 
beginning  that  we  hope  for  some  extension  of  this  token  shipment  business,  so 
that  at  least  we  can  make  a  beginning,  and  then  of  course  go  on  from  there. 

Hon.  Mr.  Euler:  Is  not  your  difficulty  the  same  as  that  of  other  people 
who  want  to  export  goods — shortage  of  dollars? 

Mr.  Kidd:  Yes,  sir. 

The  Chairman:  Dollar  payments. 

Hon.  Mr.  Campbell:  But  that  is  not  so  far  as  Australia  is  concerned, 
because  I  understand  there  are  greater  restrictions  against  certain  luxury 
goods,  including  whiskies  than  against  non-luxury  goods. 

Hon.  Mr.  Euler:  Why  have  they  these  restrictions? 

Hon.  Mr.  Campbell:  I  was  wondering  why,  in  the  case  of  Australia,  there 
are  such  stringent  restrictions.  It  is  a  prohibition  really,  is  it  not? 

Mr.  Kidd:  Well,  they  get  in  all  this  Scotch,  Senator. 

Hon.  Mr.  Euler:  From  sterling  areas. 

Mr.  Kidd:  Yes. 
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Hon.  Mr.  Campbell:  But  there  is  a  prohibition  against  the  importation  of 
anything  from  Canada? 

Mr.  Kidd:  I  am  not  prepared  to  say  quite  what  products  that  covers. 
I  know  it  covers  whisky. 

Hon.  Mr.  Campbell:  I  am  speaking  of  whisky. 

Mr.  Kidd:  Yes: 

Hon  Mr.  Campbell:  Complete  prohibition. 

Mr.  Kidd:  Yes.  You  cannot  get  a  bottle  in. 

Hon.  Mr.  Euler:  Again,  the  reason  for  that  is  shortage  of  dollars.  They 
can  bring  it  in  from  Great  Britain  because  that  is  a  sterling  area. 

Mr.  Kidd:  I  think  that  is  true. 

Hon.  Mr.  Gouin:  Take  France:  Is  the  application  of  the  3  per  cent 
general,  or  would  that  apply  only  to  Canada? 

Mr.  Kidd:  Oh,  it  is  very,  very  small. 

Hon.  Mr.  Gouin:  But  does  that  apply  to  all  countries,  or  only  to  Canada? 

Mr.  Kidd:  I  say  in  here,  “Shipments  of  whisky  and  other  luxury  goods 
from  the  dollar  area”. 

Hon.  Mr.  Gouin:  Canada  and  the  United  States? 

Mr.  Kidd:  Yes.  What  arrangements  they  might  have  with  Spain,  for 
instance,  I  am  uninformed  on. 

Hon.  Mr.  Gouin:  You  have  made  efforts,  I  suppose,  to  increase  the  per¬ 
centage? 

Mr.  Kidd:  Oh,  we  are  working  on  it  all  the  time  with  our  French  agents 
and  so  on.  Of  course  we  often  run  into  impasses. 

Hon.  Mr.  Gouin:  There  was  one  thing  in  your  very  good  brief  which  I 
did  not  understand  very  well.  On  page  4  you  refer  to  the  United  Kingdom, 
and  on  the  last  line  of  that  paragraph  you  say,  “For  1951  the  rate  was  40  per 
cent.”  What  do  you  mean? 

Mr.  Kidd:  It  is  now  30  per  cent  of  the  average  value  of  the  imports  in 
years  1936,  1937  and  1938.  In  1951  they  allowed  us  40  per  cent.  In  other 
words,  it  is  down  10  per  cent  from  1951. 

Hon.  Mr.  Gouin:  As  regards  Belgium,  do  you  think  that  the  war-time 
supplies  are  likely  to  be  exhausted  in  the  near  future? 

Mr.  Kidd:  The  chairman  has  indicated  that  there  may  be  some  hope  there. 
All  I  can  say  is  that  we  will  do  our  best  to  get  all  the  business  we  can  as 
soon  as  we  can. 

Hon.  Mr.  Gouin:  Because  I  know  personally  that  Canadian  brands  were 
very  popular  during  war-time,  and  were  almost  their  only  source  of  supply. 

Hon.  Mr.  Kidd:  As  the  chairman  has  said,  if  there  are  some  people  going  in 
from  Canada  to  work,  it  may  create  a  small  market. 

Hon.  Mr.  Gouin:  Did  you  say  that  Greece  was  an  important  or  an  un¬ 
important  importer? 

Mr.  Kidd:  Unimportant.  Infinitesimal.  I  just  wanted  to  make  sure  I 
was  not  in  any  way  misleading  the  committee,  so  I  referred  to  that  letter 
just  received,  as  I  say,  a  day  or  two  ago. 

The  Chairman:  Any  further  questions  by  honourable  senators? 

Hon.  Mr.  Horner:  Is  rye  grain  used  in  the  manufacture  of  rye  whisky? 

Mr.  Kidd:  Yes,  sir,  but  not  exclusively. 

Hon.  Mr.  Horner:  Oh,  no. 
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Mr.  Kidd:  Under  the  Food  and  Drug  Act  Canadian  whisky  and  rye 
whisky  are  synonymous,  and  some  labels,  for  instance,  may  be  labelled  “Rye”, 
some  may  be  labelled  “Canadian”. 

Hon.  Mr.  Euler:  Are  not  they  sometimes  labelled  “Rye”  when  they  are 
really  made  from  corn? 

Mr.  Kidd:  I  would  have  to  look  at  the  definition  to  answer  that. 

Hon.  Mr.  Euler:  “V.O.”,  which  is  made  in  our  home  town — ? 

Mr.  Kidd:  I  am  quite  sure  rye  whisky  is  not  from  a  51  per  cent  mash 
of  rye,  necessarily. 

Hon.  Mr.  Euler:  I  know  that,  for  example  “V.O.” — if  I  may  just  mention 
a  certain  brand  made  by  Seagram’s,  used  to  be  labelled  “Rye”,  but  it  is  not 
now,  because  it  is  made  from  corn. 

Mr.  Kidd:  As  I  say,  on  that,  you  could  label  it  as  you  wished:  Canadian 
whisky  would  be  rye,  or  rye  could  be  Canadian,  because  over  a  period  of 
probably  the  last  twenty  or  thirty  years  the  choice  in  Canada  seems  to  be  rye 
or  Scotch,  so  to  speak,  and  “Rye”  and  “Canadian”  have  come  to  mean,  in 
our  view  and  in  the  view  of  the  department  in  the  recent  revision  of  the 
regulations,  the  same  thing. 

Hon.  Mr.  Kinley:  Have  you  the  trade  mark  “Rye”  or  “Canadian”? 

Mr.  Kidd:  The  marks  are  usually  registered  just  for  whisky,  so  that  it 
will  embrace  any  kinds.  When  you  register  a  trade  mark  you  attempt  to  get 
as  broad  a  coverage  as  you  can. 

Hon.  Mr.  Kinley:  You  have  not  got  a  trade  mark  on  “Rye”,  have  you? 

Mr.  Kidd:  Some  of  our  old  marks  might  describe  it  as  rye  whisky,  but  even 
if  they  did,  I  think  it  would  cover  any  type  of  whisky. 

Hon.  Mr.  Kinley:  “Canadian”  is  your  trade  mark? 

Mr.  Kidd:  “Canadian  Club”  is  our  best  known  mark  in  the  export  field. 

Hon.  Mr.  Kinley:  The  Irish  make  rye  whisky. 

Mr.  Kidd:  I  have  never  heard  of  it. 

Hon.  Mr.  Haig:  This  gentleman  has  given  a  fair  brief.  Personally  I  want  to 
hear  what  these  labour  people  have  got  to  say.  His  problem  is,  if  Australia 
wants  to  use  her  dollars  to  buy  wheat  instead  of  whisky,  she  is  going  to  do  as  she 
likes,  and  I  do  not  think  our  government  can  interfere,  and  I  do  not  think  any 
recommendation  of  this  committee  would  affect  the  matter. 

Mr.  Kidd:  Yes. 

Hon.  Mr.  Haig:  I  agree  with  you  that  if  Australia  buys  Scotch  whisky 
from  Britain  they  ought  to  be  able  to  buy  rye  whisky  from  us;  but  they  have 
not  the  dollars  to  do  all  the  things  they  want  to. 

Mr.  Kidd:  We  know  that  is  the  problem,  but  we  do  not  feel  we  should 
be  completely  excluded.  If  the  United  Kingdom  and  the  British  West  Indies 
and  other  markets  in  the  sterling  bloc  can  devise  ways  and  means  for  these 
token  shipment  schemes,  we  think  Australia  should  be  able  to  do  the  same,  and 
we  would  certainly  hope  that  some  recommendation  would  be  made,  because 
these  things  can  only  be  solved  on  a  top  governmental  level. 

Hon.  Mr.  Gouin:  It  is  a  matter  of  reciprocity.  We  buy  a  very  large 
quantity  of  their  wines. 

Mr.  Kidd:  It  is  all  very  well  for  Australia  to  say  we  have  no  dollars,  but 
obviously  they  have  some  dollars. 

Hon.  Mr.  Horner:  On  the  other  hand,  they  sell  very  large  quantities  of 
wool,  mutton  and  so  on  to  Britain.  They  are  just  pretty  well  “on  the  spot”. 
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Mr.  Kidd:  But  I  wonder  if  they  are  in  a  more  serious  spot  than  Britain  is, 
or  the  British  West  Indies,  where  we  can  get  in  30  and  40  per  cent. 

Hon.  Mr.  Haig:  Sterling  is  controlled  by  Britain. 

Mr.  Kidd:  That  almost  begs  the  question.  The  Australian  pound  is  con¬ 
trolled  by  Britain,  and  if  Britain  will  let  in  our  whisky  under  the  U.K.  scheme, 
why  should  we  not  get  some  little  consideration  in  Australia? 

Hon.  Mr.  Euler:  If  you  had  a  token  arrangement  it  would  not  mean  very 
much  in  the  volume  of  exports  for  you. 

Mr.  Kidd:  Perhaps  not,  but  every  little  bit  helps.  You  would  keep  your 
foot  in  the  market. 

The  Chairman:  The  biggest  thing  about  a  token  shipment  is  to  keep  your 
trade  marks  alive,  where  you  have  spent  perhaps  hundreds  of  thousands  of 
dollars.  But  there  is  no  money  made  on  token  shipments. 

Hon.  Mr.  Gouin:  It  would  not  cost  them  very  much,  but  it  would  be  very, 
very  useful  to  us. 

Mr.  Kidd:  That  is  the  situation  exactly.  We  do  not  feel  it  would  upset 
any  of  these  countries  very  much  if  we  had  schemes  like  we  have  with  the 
United  Kingdom. 

Hon.  Mr.  Haig:  I  suggested  to  this  man  that  he  could  bring  a  “token 
shipment”,  to  see  whether  it  is  a  good  or  bad  idea,  but  I  have  not  seen  any 
token  shipments  come  our  way! 

Hon.  Mr.  Burchill:  Did  you  make  any  substantial  shipments  to  Australia 
previous  to  this  ? 

Mr.  Kidd:  We  have  had  a  good  steady  business.  In  some  markets  business 
was  good.  In  others  not  so  good.  But  when  you  enjoy  a  good  steady  business 
you  hate  to  see  it  chopped  off.  I  am  sure  many  other  Canadian  exporters  are 
in  the  same  position. 

Hon.  Mr.  Campbell:  I  think,  if  all  Canadian  exporters  put  forth  the  same 
efforts  to  develop  foreign  markets  as  the  distillers  have,  Canada’s  trade  would 
be  in  a  much  healthier  condition  today.  There  is  no  doubt  that  the  manu¬ 
facturers  of  alcoholic  beverages  have  done  an  excellent  job  in  trying  to  promote 
foreign  trade.  I  am  very  much  in  sympathy,  Mr.  Kidd,  with  your  problem 
in  Australia,  because  if  you  could  switch  that  one  business  that  Canada  does 
with  Australia  to  France,  it  would  increase  your  shipments  to  France  under 
the  token  arrangement  you  have  there. 

Mr.  Kidd:  It  certainly  would. 

Hon.  Mr.  Campbell:  But  I  think  your  company  is  to  be  congratulated 
on  the  efforts  they  have  put  forward. 

Hon.  Mr.  Lambert:  May  I  ask  a  related  question?  Does  the  Ford  Motor 
Company  manufacture  cars  in  Australia,  or  does  it  ship  them  there? 

Hon.  Mr.  Euler:  They  assemble  them  there. 

Hon.  Mr.  Lambert:  I  know  they  do. 

Mr.  Kidd:  I  think  it  is  an  assembly  plant.  But  they  have  a  big  business 
there. 

Hon.  Mr.  Euler:  All  we  did  was  to  ship  the  stripped  chassis. 

Hon.  Mr.  Lambert:  They  do  a  good  business.  That  is  a  business  for 
which  dollars  must  be  provided.  From  anything  I  have  read  lately,  and  partic¬ 
ularly  in  relation  to  the  position  of  Australia  in  this  international  wheat 
agreement,  it  strikes  me  that  they  are  not  a  very  consenting — I  would  not  say 
a  completely  consenting — member  of  the  sterling  bloc  at  the  present  time;  and 
I  think  they  would  like  to  have  the  opportunity  of  trading  outside  if  they 
got  the  chance. 
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Hon.  Mr.  Euler:  They  have  not  the  dollars. 

Hon.  Mr.  Lambert:  Most  of  this  sterling  bloc  always  have  sufficient  dollars 
if  they  like  to  trade  outside,  but  they  are  tied  to  a  wagon  they  cannot  get 
away  from. 

Hon.  Mr.  Haig:  The  fundamental  difficulty  is  that  during  the  second  world 
war  Britain  borrowed  millions  of  pounds  from  these  countries,  and  she  owes 
them  money,  and  it  is  blocked,  and  she  is  not  going  to  let  up  on  that  block  if 
she  can  help  it. 

Hon.  Mr.  Lambert:  In  the  case  of  India  that  is  not  correct  at  all. 

Hon.  Mr.  Haig:  Britain  owes  India  millions. 

Hon.  Mr.  Lambert:  It  is  not  true  of  Belgium,  or  Norway,  or  Sweden,  and 
all  those  other  countries. 

Hon.  Mr.  Haig:  The  company  does  not  sell  much  whisky  there. 

Hon.  Mr.  Lambert:  It  is  not  true  of  Australia  either. 

The  Chairman:  I  thank  you  very  sincerely,  Mr.  Kidd,  for  having  the 
patience  to  answer  these  questions. 

Hon.  Mr.  Bishop:  Before  the  witness  leaves,  I  would  like  to  ask  why  the 
Ontario  Liquor  Commission  excludes  from  its  shelves  all  American  whiskies. 
You  cannot  buy  American  whisky  anywhere.  Is  it  a  form  of  protection  for  the 
local  distillers? 

Mr.  Kidd:  I  cannot  speak  for  the  Ontario  Liquor  Commission,  senator,  but 
perhaps  I  could  answer  you  in  this  way.  First  of  all,  the  market  is  extremely 
limited.  We  ourselves  have  listed  in  Ontario  an  American- type  of  bourbon, 
which  has  a  very  limited  sale.  The  taste  is  not  acceptable  to  the  Canadian 
public. 

Hon.  Mr.  Bishop:  They  can  judge  for  themselves. 

Mr.  Kidd:  There  have  been  other  listings.  There  have  been  some  Cali¬ 
fornian  wines,  for  instance,  and  I  know  of  two  other  listings.  Again,  I  say 
I  cannot  speak  for  the  Commission,  but  the  limited  sale  would  be  the  real 
reason.  They  do  not  like  to  stock  brands  that  they  cannot  sell. 

Hon.  Mr.  Horner:  I  think  it  is  all  to  the  good  that  there  is  none  to  put  up 
for  sale. 

The  Chairman:  Thank  you  very  much,  Mr.  Kidd.  Honourable  senators,  we 
will  now  call  upon  the  Canadian  Congress  of  Labour.  I  think  Mr.  A.  R.  Mosher, 
the  President  of  the  Congress,  is  going  to  introduce  the  gentlemen  with  him. 

Mr.  Mosher:  Mr.  Chairman  and  honourable  senators,  in  the  absence  of 
Mr.  Macdonald,  the  Secretary-Treasurer  of  the  Congress,  who  would  normally 
be  the  man  to  read  our  brief  to  you,  Mr.  Levinson,  who  is  the  Director  of  our 
International  Affairs  Department,  will  do  so.  At  the  outset  I  think  I  can  say 
that  our  brief  will  not  perhaps  be  as  spiritual  as  the  one  you  have  just  listened 
to.  I  could  add  that  we  are  naturally  interested  in  the  goods  that  might  be 
exported  from  Canada  to  other  parts  of  the  world,  but  our  mission  particularly 
in  connection  with  this  matter  is  to  sell  more  good  will  to  the  rest  of  the  world 
than  goods. 

Mr.  Levinson:  Honourable  senators:  The  Canadian  Congress  of  Labour 
welcomes  the  opportunity  of  appearing  before  you  to  present  its  views  on  the 
matters  contained  in  the  Committee’s  terms  of  reference. 

Honourable  Senators: 

The  Canadian  Congress  of  Labour  welcomes  the  opportunity  of  appearing 
before  you  to  present  its  views  on  the  matters  contained  in  the  Committee’s 
terms  of  reference. 
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Before  doing  so  however,  the  Congress  would  like  to  commend  the  Senate 
for  initiating  an  investigation  into  these  matters  which  are  of  such  vital 
importance  to  all  sections  of  the  Canadian  population.  It  would  like  also  to 
express  its  appreciation  for  the  invitation  extended  to  our  organization  to  par¬ 
ticipate  in  your  hearings  today. 

On  numerous  occasions,  the  Congress  has  stressed  to  the  Canadian  Govern¬ 
ment  the  advisability  of  soliciting  the  views  of  representative  Canadian 
organizations  on  questions  of  foreign  policy,  particularly  foreign  economic 
policy.  While  the  Government  has  recognized  the  desirability  of  consulting 
these  organizations  on  major  internal  questions,  it  has  rarely  done  so  in  the  past 
on  vital  international  issues.  The  citizens  of  Canada  are  being  asked  to,  and  will 
continue  to  be  asked  to  shoulder  the  cost  of  very  heavy  international  commit¬ 
ments.  While  the  Congress  believes  that  Canada  must  accept  her  full  responsi¬ 
bilities  in  this  field,  it  also  believes  that  representative  Canadian  organizations 
must  be  given  a  greater  opportunity  to  express  their  views  on  the  policies  for 
which  this  vast  expenditure  is  being  made. 

It  is  hardly  necessary  for  the  Congress  to  emphasize  its  concern  with  the 
matters  coming  within  the  Committee’s  terms  of  reference.  From  a  purely 
sectional  point  of  view,  the  Congress  is  interested  because  the  jobs  and  prosperity 
of  many  of  its  members  and  their  families  are  dependent  on  Canada’s  external 
trade.  In  the  last  three  years  ending  in  1952,  our  exports  have  amounted  to 
approximately  a  sixth  of  our  gross  national  production.  Our  import  trade  is 
almost  equally  important.  Clearly,  organized  labour  in  Canada  has  a  direct 
stake  in  the  continued  high  volume  of  exports  and  imports. 

Taking  the  broader  viewpoint,  as  Canadian  citizens,  we  consider  Canada’s 
role  as  a  member  of  NATO  and  as  a  trading  nation  important  if  we  are  to  resist 
successfully  the  threat  of  communism  and  maintain  a  free  existence  in  a  peaceful 
and  stable  world.  We  would  stress,  moreover,  that  both  from  the  immediate 
and  the  long-range  approach,  the  economic  stability  and  well-being  of  the 
countries  which  compose  NATO  and  others  which  have  ties  with  them  are  at 
least  as  important  as  military  strength.  Military  strength,  after  all,  is  no  greater 
than  the  capacity  of  a  country  to  maintain  it,  and  no  country  can  for  long  engage 
in  large  military  efforts,  even  of  a  defensive  nature,  where  its  productive 
capacity  is  limited,  its  living  standards  low,  and  its  economy  unbalanced.  Such 
is  the  situation  in  many  countries  of  the  world,  countries  which  are  our  allies, 
or  which  we  hope  will  be.  For  this  reason,  we  welcome  the  investigation  being 
made  by  your  Committee  on  the  means  of  encouraging  long-term  economic 
collaboration  between  NATO  countries  and  of  other  countries  in  the  free  world. 
✓  The  following  submission  attempts  to  outline  certain  proposals  which  the 
Congress  believes  will  assist  in  eliminating  long-run  economic  conflict  between 
the  countries  of  the  free  world.  Special  emphasis  is  given  to  economic  relation¬ 
ships  between  the  NATO  countries,  but  clearly,  NATO  countries  cannot  be 
isolated  from  the  rest  of  the  free  world. 

THE  DOLLAR  DEFICIT 

One  of  the  basic  long  term  factors  making  for  economic  conflict  today  is 
the  dollar  deficit.  World  War  II  destroyed  a  substantial  part  of  the  productive 
capacity  of  Europe,  of  Asia.  Bitter  struggles  have  led  to  a  further  deterioration 
in  the  ability  of  many  areas  of  the  world  to  satisfy  their  own  needs.  Rearma¬ 
ment,  which  is  likely  to  last  a  long  time,  has  placed  an  almost  unbearable  addi¬ 
tional  burden  on  the  already  taxed  economies  of  many  countries. 

In  a  sense,  one  could  say  that  we  in  North  America  stand  alone.  Despite 
our  participation  in  two  world  wars  within  a^  generation,  both  Canada  and  the 
United  States  have  emerged  richer  than  before.  Industrial  expansion  has  taken 
place  at  an  unprecedented  rate.  Blessed  with  great  natural  resources,  the 
United  States  and  Canada  have  become  the  world’s  wealthiest  nations.  We 
alone  seem  to  be  able,  to  a  considerable  degree,  to  have  guns  and  butter. 
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North  America  sells  much  more  to  the  rest  of  the  world  than  it  buys. 
The  resulting  dollar  deficit  is,  and  will  probably  continue  to  be  one  of  the  major 
causes  of  economic  conflict  in  the  free  world. 

In  its  issue  of  March  21,  1953,  The  London  Economist  examined  in  some 
detail  the  sixth  annual  survey  made  by  the  Secretariat  of  the  Economic  Com¬ 
mission  for  Europe.  It  found  that  despite  the  vigorous  and  in  some  respects 
successful  efforts  at  rehabilitation,  ‘‘Western  Europe  was  unable  to  eliminate  its 
trade  deficit.  In  1950  and  1951  it  was  still  running  well  above  $3,000  million.” 

With  regard  to  the  figures  for  1952,  The  Economist  made  these  comments: 

“The  apparent  improvement  in  Europe’s  balance  with  the  dollar  area  in 
1952  should  not  obscure  the  real  problem.  The  gap  was  not  narrowed  through 
the  finding  of  alternative  sources  of  supply,  but  merely  through  a  cut  in  dollar 
imports — a  temporary  reduction  resulting  in  a  depletion  of  stocks.  The  Survey 
stresses  some  of  the  weaknesses  in  Europe’s  present  dependence  on  the  United 
States.  For  instance,  the  scale  of  Europe’s  present  exports  to  the  United  States 
is  largely  the  result  of  America’s  exceptionally  high  level  of  defence  expenditure. 
A  fall  in  this  expenditure  would  have  the  indirect  effect  of  causing  American 
producers  to  claim  a  share  in  the  United  States  off-shore  purchases  in  Europe. 

“The  chief  potential  danger  is  obviously  an  American  recession  and  the 
effects  it  would  have  on  the  sterling  area  in  particular  and  on  Europe  in  general. 
Yet,  even  dismissing  this  possibility  and  allowing  for  small  doses  of  American 
aid  in  times  of  stress,  the  Survey  estimates  that  Western  Europe  must  make 
an  adjustment  of  at  least  $2,000  to  $2,500  million.  In  order  to  strengthen 
currency  reserves  and  relax  discriminatory  practices  the  adjustment  would 
have  to  be  somewhere  around  $4,000  million. 

In  terms  of  its  trading  relations  with  the  world  at  large,  the  United  States 
balanced  its  payments  in  1952  only  because  it  granted  substantial  assistance  to 
other  countries.  This  assistance  totalled  $5-8  billion  dollars:  economic  aid  $2 
billion,  military  aid  $2-2  billion  and  U.S.  Government  purchases  abroad  $1-6 
billion. 

While  not  nearly  of  the  same  magnitude,  Canadian  exports  to  the  non-dollar 
world  are  running  substantially  ahead  of  our  imports  from  it.  During  1952, 
excluding  trade  with  the  United  States,  our  exports  exceeded  our  imports  by 
approximately  a  billion  dollars.  In  the  same  year,  the  United  Kingdom’s 
imports  from  Canada  exceeded  its  exports  to  Canada  by  $386  million.  A 
similar  figure  for  continental  Europe  in  1952  was  $322  million. 

The  Congress  recognizes,  of  course,  that  a  solution  for  the  dollar  problem, 
particularly  for  Western  Europe,  does  not  by  any  means  lie  solely  within  our 
hands.  A  more  liberal  trade  policy  in  the  United  States  would  be  a  factor  of 
great  significance,  as  would  the  efforts  of  Western  European  countries  to  main¬ 
tain  internal  financial  stability,  increase  productivity,  and  integrate  their 
economies.  It  is  true  that  the  Canadian  Government  can  encourage,  to  some 
degree,  the  adoption  of  such  policies  in  other  countries.  However,  we  have,  by 
and  large,  confined  our  remarks  to  the  measures  which  we  believe  could  be 
directly  undertaken  by  the  Canadian  Government  to  alleviate  the  dollar  deficit. 

Some  implications  of  our  growing  concentration  of  trade 
with  the  United  States 

In  view  of  the  dollar  problem,  it  is  disconcerting  to  note  that  imports  from 
the  United  Kingdom  are  now  a  substantially  smaller  percentage  of  our  total 
imports  than  before  World  War  II.  In  the  four  years  ending  1938,  our  imports 
from  the  United  Kingdom  averaged  19-1  per  cent  of  our  total  imports,  whereas 
in  the  last  four  years  ending  1952,  the  figure  was  but  11*21  per  cent.  The  trade 
statistics  for  Europe  reveal  a  similar  trend. 
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On  the  other  hand,  our  imports  from  the  United  States  have  increased  con¬ 
siderably  within  recent  years.  In  the  four  years  ending  1938,  our  imports  from 
the  United  States  averaged  59-5  per  cent  of  our  total  imports,  whereas  in  the 
four  years  ending  1952,  the  percentage  rose  to  70- 1  per  cent. 

This  development  in  our  import  trade  has  been  accompanied  by  a  parallel 
increase  in  our  exports  to  the  United  States.  In  the  four  years  ending  1952  these 
constituted  an  average  of  56*7  per  cent  of  our  total  exports  as  compared  to 
35  per  cent  in  the  four  years  ending  1938.  What  is  more,  without  deliberate 
counteracting  measures,  this  trend  will  probably  continue.  Because  of  geographic 
location,  similarity  of  customs  and  tastes,  complementary  economic  resources, 
etc.,  this  is  not  unnatural. 

But  is  it  desirable  in  terms  of  long-run  economic  collaboration  within 
NATO?  We  live  in  a  world  starved  for  dollars  and  are  likely  to  do  so  for  a 
good  number  of  years.  Unless  we  inject  more  dollars  into  the  world  currency 
stream,  many  of  the  present  dislocations  in  international  trade  will  persist.  In 
view  of  this,  the  Congress  believes  that  our  increasing  concentration  of  trade 
with  the  United  States  is  not  in  harmony  with  our  objective  of  collaboration 
with  other  NATO  countries.  In  stationing  a  substantial  part  of  our  armed 
forces  in  Western  Europe,  we  have  recognized  that  our  security  interests  are 
integrally  bound  up  with  that  area.  We  might  have  taken  a  hemispheric 
defence  outlook  but  we  saw  clearly  the  need  for  a  wider  grouping  of  the  free 
nations  of  the  world.  Does  not  this  same  affinity  of  interests  within  the  NATO 
area  extend  to  the  economic  sphere?  The  Congress  feels  confident  that  this 
question  can  be  answered  in  the  affirmative.  If  such  is  the  case,  can  we  then 
logically  become  involved  in  an  increasingly  bilateral  and  restricted  trade 
relationship  with  the  United  States?  The  Congress  believes  we  cannot — 
particularly  in  view  of  the  implications  of  such  a  course  of  action  on  a  solution 
for  the  dollar  problem. 

Another  factor  resulting  from  this  trend  in  our  external  trade  must  be 
emphasized:  the  Canadian  economy  is  becoming  ever  more  dependent  for  its 
continued  prosperity  on  the  United  States.  We  have  put  many  of  our  “eggs 
in  one  basket”,  and  the  American  economy  has  not  proven  itself  to  be  the 
most  stable  in  the  world.  What  is  more,  the  protectionist  influences  in  the 
United  States  are  far  from  weak.  The  recent  United  States  restrictions  on 
specified  Canadian  dairy  exports  are  a  case  in  point.  Nor  do  they  stand  alone. 
The  Financial  Post  (April  23rd,  1953),  under  the  heading  “Beer,  Whisky, 
Metals  Threat  Shows  Isolationist  Strength,”  says: 

“While  President  Eisenhower  is  aiming  only  at  holding  the  line  against 
increased  protectionism  in  United  States,  the  protectionist  forces  are  beginning 
to  get  results — not  only  in  Congress  but  in  the  ranks  of  the  Administration 
itself.  The  Post  is  assured  by  officials  who  are  in  direct  touch  with  the 
President  that  he  personally  sees  the  necessity  for  liberalizing  U.S.  trade  policy. 
But  obviously  not  all  his  Cabinet  members  do.  And  when  it  comes  to  bucking 
an  important  industry  like  the  electrical  manufacturers,  President  Eisenhower 
showed  last  week  that  he  clings  to  a  strict  interpretation  of  restrictive  legisla¬ 
tion  like  the  Buy  American  Act. 

“The  Congressional  pressures  are  typified  by  the  Simpson  Bill,  reviewed  in 
an  adjoining  column.  The  general  belief  here  is  that  the  Simpson  proposals 
for  increased  tariffs  on  lead  and  zinc  have  the  support  of  a  new  appointee  to 
the  Eisenhower  Administration,  Felix  Wormser.  Mr.  Wormser  was  a  vice- 
president  of  St.  Joseph  Lead  Co.,  of  Missouri:  he  is  now  an  assistant  secretary 
in  the  Department  of  the  Interior  with  the  Bureau  of  Mines  reporting  to  him. 

“The  Secretary  of  Agriculture,  Ezra  Taft  Benson,  is  openly  encouraging 
the  agricultural  protectionists  on  Capitol  Hill,  (The  Financial  Post,  April  18). 
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“Now  it  has  been  revealed  that  the  Defence  Department  would  prefer  to 
pay  an  extra  $1.5  million  on  a  $7  million  contract  rather  than  buy  electrical 
equipment  from  a  foreign  company,  and  that  the  Cabinet  will  support  its 
preference.” 

“The  latest  U.S.  attack  on  Canadian  exports  is  directed  at  our  whisky  and 
beer.  Canadian  sales  last  year  amounted  to  $44  millions  for  whisky  and  $2 
millions  for  ale  and  beer. 

“A  resolution  has  been  introduced  in  the  House  of  Representatives  by 
J.  D.  Dingell,  Democrat  of  Michigan,  to  prohibit  all  imports  of  “Fermented 
malt  beverages  and  distilled  spirits”  from  Canada  until  Canada  “permits  the 
importation  and  sale  for  consumption  of”  similar  products  manufactured  in 
the  U.S. 

“Mr.  Dingell’s  resolution,  based  on  a  complete  misunderstanding  of  the 
situation  under  GATT  and  the  Canadian  federal  constitution,  is  really  aimed 
at  the  provincial  liquor  commissions  which  do  not  handle  U.S.  liquor.  It  is  a 
less  serious  threat  to  Canada  than  the  Simpson  tariff  bill  which  already  has  an 
inside  track  in  the  House  Ways  and  Means  Committee  and  which  proposes  new 
restrictions  on  three  other  important  Canadian  exports — lead,  zinc  and 
petroleum. 

“The  Simpson  Bill,  proposed  by  Richard  M.  Simpson,  a  Republican  from 
Pennsylvania,  masquerades  as  a  bill  to  extend  the  President’s  authority  to  make 
reciprocal  trade  agreements.  In  fact,  it  turns  the  Reciprocal  Trade  Agreements 
Act  into  a  measure  for  raising  tariffs,  and  it  gratuitously  adds  special  import 
levies  on  lead  and  zinc,  and  rigid  import  quotas  on  petroleum.” 

Now,  since  this  brief  was  written,  the  developments  in  the  European 
congress  would  indicate  there  is  perhaps  more  to  fear  on  this  question  of  the 
Simpson  Bill  than  was  the  case  when  this  bill  was  written. 

These  developments  indicate  the  growing  strength  of  the  protectionist 
influences  in  the  United  States  even  with  the  present  high  level  of  prosperity. 
What  might  their  influence  be  if  there  is  even  a  mild  recession  in  the  United 
States?  Our  trade  concentration  with  our  southern  neighbour  may  well  place 
us  in  an  unnecessarily  vulnerable  position  in  the  future.  Taken  in  conjunction 
with  the  desirability  of  giving  other  countries  the  opportunity  of  earning 
dollars,  there  is  a  strong  case  for  a  conscious  effort  to  decentralize  our  present 
trade  pattern. 

Suggested  Measure  to  Alleviate  the  Dollar  Deficit  of  Western  Europe 

It  is  certain  that  we  must  contribute  to  the  dollar  earning  capacity  of  the 
world  if  we  are  to  avoid  economic  conflict  in  the  long  run.  The  latest  report 
of  the  Organization  for  European  Economic  Co-operation  makes  this  abundantly 
clear.  Under  the  heading  “Essential  Elements  of  a  Lasting  Solution”  the  report 
says  on  page  18: 

“Thus  the  essentials  of  the  solution  to  be  sought  clearly  emerge.  Europe 
must  be  made  independent  of  American  economic  aid  by  means  of  sustained 
expansion  which  will  restore  its  competitive  capacity,  increase  its  dollar  earn¬ 
ings  and  allow  it  to  move  towards  a  stable  equilibrium  in  a  world-wide  system 
of  liberalized  trade  and  payments.  This  calls  for  simultaneous  and  co-ordinated 
action  on  a  broad  scale  by  Western  Europe  and  its  associated  monetary  areas 
and  by  the  United  States  and  Canada.  The  main  responsibility  undoubtedly 
lies  with  the  countries  of  Europe,  since  it  is  clearly  the  duty  of  every  community 
to  be  self-reliant.  But  it  is  also  clear  that  the  co-operation  of  the  economically 
stronger  members  of  the  Western  community,  namley  the  United  States  and 
Canada,  is  indispensable  to  a  solution.” 

The  Congress  agrees.  We  also  believe  that  such  assistance  is  desirable 
from  our  own  point  of  view.  Here  are  some  things  the  Canadian  Government 
might  do. 
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Part  Payment  in  Sterling 

Because  of  its  inability  to  find  the  necessary  dollars,  the  United  Kingdom 
has  been  forced  to  curtail  its  purchases  from  Canada.  True  we  have  been  able 
to  shift  a  proportion  of  this  trade  by  finding  markets  in  the  United  States. 
However,  we  now  have  substantial  food  surpluses  in  Canada,  as  is  evidenced 
by  stocks  on  hand  of  certain  agricultural  products. 

We  note,  for  example,  the  statistics  recently  published  by  the  Dominion 
Bureau  of  Statistics  on  grain  stocks  held  in  Canada  as  of  March  31st,  1953. 
These  figures  reveal  that  stocks  of  many  grain  commodities  are  now  con¬ 
siderably  higher  than  has  been  the  case  in  the  past.  The  following  table  bears 
out  the  fact: 


Commodity  Stocks  as  of  March  31st  Average  Stocks 

1953  1943-1952 

Wheat  . 604  380 

Oats  .  309  223 

Barley  . 217  104 

Flaxseed  .  7  7 


(1)  Figures  in  millions  of  bushels. 

As  the  Honourable  Chairman  of  the  Committee  said  in  moving  the  motion 
to  inquire  into  the  matters  before  you: 

“Again,  we  have  lots  of  surplus  food  in  this  country.  Would  it  not  be 
better  to  take  sterling  for  these  surpluses  which  we  can  invest,  rather  than  let 
these  surplus  foods  lie  around  in  warehouses  at  considerable  overhead  expense 
or  try  to  jam  food  down  the  throats  of  our  own  people  by  the  subsidy  method?” 

Accepting  sterling  as  payment  for  a  part  of  our  exports  to  the  United 
Kingdom  has  been  advocated  by  a  substantial  number  of  influential  people. 
We  believe  that  it  has  much  merit.  One  method  would  be  to  set  up  a  counter¬ 
part  fund  with  the  Canadian  Government  accepting  sterling  for  Canadian 
exports  and  paying  the  Canadian  exporters  in  dollars.  The  sterling  in  the 
counterpart  fund  could  be  used  for  the  government’s  own  purchases  from  the 
United  Kingdom  or  the  sterling  area.  It  could  also  be  used  for  Canada’s  con¬ 
tribution  to  the  Colombo  Plan. 

Actual  payment  for  the  Colombo  Plan  projects  woiild  be  made  in  sterling 
to  Australian,  New  Zealand,  Indian,  United  Kingdom  or  other  sterling  area 
suppliers  and  contractors  undertaking  capital  developments  in  the  Colombo 
Plan  area. 

I  would  like  to  interject  here  that  at  the  present  time,  to  my  knowledge 
the  Colombo  Plan  projects  which  are  undertaken  by  Canada  must  involve 
the  purchase  of  supplies  for  those  projects  from  this  country.  For  example, 
if  India  is  building  a  dam,  and  we  lend  them  Colombo  Plan  funds  for  certain 
purposes,  they  must  buy,  let  us  say,  electrical  equipment  for  the  dam  from 
Canada.  While  the  Congress  suggests  that  Canadian  exporters  should  have 
the  privilege  of  supplying  that  kind  of  material  we  do  not  think,  especially 
at  this  particular  point  when  the  sterling  crisis  is  acute,  that  the  serling 
suppliers  should  be  excluded  completely.  Some  leeway  should  be  exercised 
in  terms  of  letting  Australia,  New  Zealand  and  the  U.K.  suppliers  provide 
some  materials  under  the  Colombo  Plan. 

The  amount  of  sterling  to  be  used  for  the  purpose  would  be  established 
by  the  amount  of  Canada’s  contribution  to  the  Colombo  Plan — which  we 
hope  would  be  considerably  greater  than  now.  The  effect  of  such  an  operation 
would  be  threefold.  First,  it  would  increase  Canadian  exports  to  the  United 
Kingdom,  without  adding  to  their  dollar  problem.  Second,  it  would  aid 
capital  expansion  in  the  underdeveloped  areas;  third,  it  would  increase 
exports  for  the  sterling  countries  providing  the  capital  equipment. 
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Government  Purchasing: 

In  increasing  European  imports,  more  attention  should  be  paid  to  our 
pattern  of  government  purchasing.  It  is  interesting  to  note,  for  example, 
that  during  the  fiscal  year  1952,  Canadian  Government  departments  spent 
approximately  $22.00  in  the  United  States  for  every  $1.00  they  spent  in  the 
United  Kingdom.*  We  appreciate  that  a  major  reason  for  this  is  the  Govern¬ 
ment’s  decision  to  standardize  much  of  its  military  equipment  with  that  of  the 
United  States.  We  are  certainly  not  competent  to  discuss  the  merits  of  one 
kind  of  rifle  or  one  tank  as  against  another.  Judging  from  the  controversy 
on  these  questions,  there  is  room  for  reasonable  doubt  as  to  whether  United 
States  military  equipment  is  in  all  instances  the  best  available.  In  any  event, 
it  seems  apparent  that  military  expenditure  will  constitute  a  major  com¬ 
ponent  of  Government  buying  for  some  years.  The  Congress  submits  that 
the  Government  should  investigate  the  possibilities  of  shifting  more  of  these 
military  purchases  to  Europe.  A  similar  investigation  should  also  be  made 
into  non-military  purchases.  While  the  Congress  cannot  assess  the  quantitative 
results  of  a  deliberate  shift  in  government  purchasing,  it  believes  it  would 
be  considerable.  We  note  the  following  quotation  from  the  United  Kingdom 
Board  of  Trade  Journal  of  February  16,  1952: 

“if  we  had  obtained  only  two  per  cent  of  all  United  States  gov¬ 
ernmental  purchases  in  1950,  our  total  exports  to  the  United  States 
would  have  doubled.” 

Productivity  Grants  or  Loans: 

One  of  the  basic  reasons  European  exporters  have  had  difficulty  in  selling 
to  the  North  American  market  is  the  inefficiency  of  many  European  industries. 
Between  the  wars,  monopolistic  practices  were  rampant  in  many  European 
countries.  Reinvestment  and  modernization  of  industry  proceeded  at  a  slow 
rate.  As  a  result,  capital  and  machinery  were  running  down  and  becoming 
inefficient.  World  War  II  accelerated  this  process. 

After  World  War  II  many  countries  in  Europe  recognized  the  need  for 
increased  efficiency.  Plans  such  as  the  Mon.net  Plan  in  France  were  intro¬ 
duced  in  order  to  raise  productivity.  Heavy  capital  expenditures  which  con¬ 
stituted  a  severe  strain  on  the  economy  of  Western  Europe  were  made  for  this 
purpose,  for  Europe  knew  full  well  that  it  had  to  revitalize  its  economy  if 
it  v/ere  to  live. 

Rearmament  has  slowed  down  this  development.  Available  resources 
have  had  to  be  diverted  from  peace  to  defense  uses.  Yet  the  need  for  greater 
productivity  remains.  This  applies  with  equal  force  to  the  inefficient  agriculture 
of  many  European  economies.  The  latest  report  of  the  Organization  for 
European  Economic  Co-operation  stresses  that  Europe  must  become  less 
dependent  on  non-dollar  sources  of  food  and  raw  materials.  Clearly,  an  increase 
in  agricultural  productivity  is  required  to  accomplish  this  objective. 

We  do  not  disagree  with  the  new  slogan  of  “trade,  not  aid.”  But  Europe 
must  be  able  to  trade  before  we  can  dispense  with  all  forms  of  aid.  So  it  must 
continue  to  increase  productivity..  But,  the  1952  report  of  the  O.E.E.C.,  says, 
“Production  in  the  various  countries  of  Western  Europe  is  either  not  rising 
or  rising  at  a  relatively  modest  rate.” 

The  American  Government  has  and  is  making  productivity  grants  to 
Europe.  Canada  should  do  likewise.  One  way  to  do  this  is  granting  machinery 
or  capital  equipment.  Certainly,  agricultural  machinery  is  badly  required  as 
are  other  types  of  capital  equipment.  This  kind  of  assistance,  would  be 
invaluable  in  increasing  Europe’s  ability  to  pay  its  way  in  the  long  run. 


*  United  Kingdom  and  United  States  suppliers  and  Contractors  receiving  $10,000  or  more 
from  Canadian  Federal  Departments: — Public  Accounts  1952. 
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Western  Europe  is  making  efforts  to  rationalize  its  economic  structure 
through  economic  integration.  The  Schuman  Plan  has  been  a  notable  accom¬ 
plishment  in  this  direction.  The  free  labour  movement  of  the  world,  repre¬ 
sented  by  the  International  Confederation  of  Free  Trade  Unions  (of  which 
the  Congress  is  an  affiliate)  has  consistently  supported  these  developments. 

We  believe  the  Canadian  Government  should  give  every  encouragement  to 
these  efforts.  In  this  regard,  we  would  draw  attention  to  the  plans  of  the 
Schuman  Plan  High  Authority  for  capital  investment  and  modernization  of 
the  steel  and  coal  industries  of  Western  Europe.  It  is  our  understanding  that 
capital  will  be  required  from  outside  Western  Europe  in  order  to  fulfill  these 
plans  and  we  would  suggest  that  the  Canadian  Government  investigate  the 
question  of  providing  assistance  for  this  purpose. 

Immigration  from  Western  Europe: 

Another  means  by  which  Canada  can  encourage  long-run  economic  colla¬ 
boration  with  NATO  countries  is  through  a  high  level  of  planned  immigration. 
Canada  can  and  should  make  a  contribution  to  the  NATO  countries  by 
absorbing  some  of  the  surplus  population  of  countries  like  Italy,  Belgium  and 
Holland.  The  fourth  annual  report  of  the  Organization  for  European  Economic 
Co-operation  (Europe— the  Way  Ahead )  makes  the  following  comment  about 
Italy,  for  example:  “The  population  surplus  is  the  most  acute  of  Italian 
problems.  The  number  of  totally  unemployed  is  estimated  at  present  at  about 
2-1  million  or  about  10  per  cent  of  the  civilian  labour  force.... The  Italian 
Government  does  not  expect  that  the  unemployment  situation  will  change 
greatly  over  the  next  two  years  unless  emigration  increases ....  However  far 
it  may  be  possible  to  go  beyond  present  targets  for  employment  and  output, 
the  greater  part  of  the  unemployment  cannot  be  eliminated  in  the  near  future. 
Emigration  on  a  large  scale  remains  necessary  and  Italy  is  entitled  to  more 
help  from  Member  countries  in  this  direction.” 

Quite  obviously  emigration  would  relieve  over-populated  countries  like 
Italy  from  the  burden  of  caring  ,for  their  unemployed,  reduce  social  security 
costs,  lessen  the  need  for  various  imports,  release  more  goods  for  export  and 
otherwise  facilitate  recovery.  Canada  has  been  accepting  immigrants  since  the 
end  of  the  war.  There  is  good  reason  to  believe  that  there  will  be  room  for 
more  immigrants  in  the  near  future  at  least.  Immigration  will  at  the  same 
time  render  a  service  to  NATO  countries  and  create  internal  markets  in 
Canada.  However,  we  would  emphasize  that  such  immigration  plans  must 
carry  with  them  the  safeguards  necessary  to  protect  the  Canadian  people 
against  any  adverse  effects  of  dislocation. 

International  Commodity  Agreements: 

It  is  well  known  that  Europe  is  largely  dependent  on  imports  for  its  supplies 
of  food  and  primary  raw  materials.  In  the  long  run,  a  stable  price  structure 
for  these  commodities  would  be  of  great  benefit  to  the  European  economy.  This 
is  obvious  to  those  who  observed  the  repercussions  on  Europe  of  the  inflation 
in  primary  raw  material  prices  which  followed  the  outbreak  of  war  in 
Korea.  The  progress  which  many  European  countries  had  made  so  laboriously 
since  World  War  II  in  reducing  the  deficits  in  their  balance  of  payments  was 
all  but  wiped  out  in  a  few  months  because  of  the  rapid  rise  in  prices.  This 
instability  in  price  levels  of  major  primary  products  is  detrimental  to  the  world 
at  large.  It  is  particularly  injurious  to  the  economy  of  Europe. 

The  Congress  submits  that  much  can  be  done  to  remove  this  price  insta¬ 
bility  through  an  extension  of  international  commodity  agreements  for  a  variety 
of  primary  raw  materials.  We  recognize  that  such  agreements  are  not  easily 
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concluded.  However,  we  believe  that  the  Canadian  Government  should  seek 
to  give  leadership  in  this  direction.  Despite  the  difficulties  involved  in  their 
operation,  international  commodity  agreements  provide  reasonable  guarantees 
to  producer  and  consumer. 

Considerable  success  has  been  achieved  by  the  “commodity  groups”  of  the 
International  Materials  Conference.  This  organization,  which  was  set  up  some 
months  after  the  outbreak  of  war  in  Korea,  has  attempted  to  allocate  scarce 
supplies  of  certain  commodities  at  reasonable  prices.  From  what  the  Congress 
has  been  able  to  ascertain,  the  “commodity  groups”  within  the  International 
Materials  Conference  have  worked  fairly  satisfactorily. 

The  Congress  noted  the  suggestion  made  by  the  Canadian  Federation  of 
Agriculture  to  this  Committee  with  respect  to  international  trade  in  farm 
products.  We  support  their  proposal  for  a  world  agency  which  would  deal 
with  the  “distribution  of  periodic  agricultural  surpluses  in  such  a  manner  as  to 
cause  the  minimum  disruption  to  world  trade  in  these  products.”  While  the 
Congress  believes  that  a  system  of  inter-governmental  commodity  agreements 
is  desirable  from  a  long-run  point  of  view,  we  feel  that  such  an  agency  can 
make  a  positive  contribution  to  world  economic  stability. 

Assistance  to  the  Economically  Underdeveloped  Countries: 

The  Canadian  Congress  of  Labour  has,  on  numerous  occasions,  emphasized 
the  vital  importance  of  assistance  to  the  economically  underdeveloped  countries. 
We  have  continually  urged  the  Canadian  Government  to  increase  our  contri¬ 
butions.  The  $25  million  a  year  which  Canada  is  giving  to  the  Colombo  Plan 
is  not  enough  either  in  terms  of  the  need  or  in  terms  of  our  capacity  to  give. 

We  have  said  that  the  $25  million  allocated  for  the  Colombo  Plan  is  too 
small  to  the  receiving  countries;  it  is  even  getting  smaller.  For  the  fiscal  years, 
1951-52  only  India  and  Pakistan  shared  our  contribution  to  the  Colombo  Plan. 
For  the  next  fiscal  year,  1952-53  India,  Pakistan  and  Ceylon  will  share  it.  As 
you  honourable  senators  Well  know,  the  Colombo  Plan  includes  within  its 
scope  more  than  India,  Pakistan  and  Ceylon,  and  that  it  extends  for  example 
to  Burma  and  North  Borneo;  I  understand  there  is  a  likelihood  that  Indonesia 
will  come  in.  If  those  additional  countries  are  to  share  the  $25  million  which 
Canada  has  set  aside,  it  is  quite  obvious  that  India’s  share  will  be  considerably 
less  than  it  was  two  years  ago,  and  the  same  would  apply  to  Pakistan. 

While  I  am  interpolating  on  this  matter,  I  would  like  to  say  that  we  have 
done  something  on  the  Colombo  Plan  which  might  well  be  questioned.  For 
example,  in  1951-52  India  was  forced  to  accept  $10  million,  of  its  Colombo 
Plan  contribution  of  $15  million,  for  wheat.  The  purpose  of  the  Colombo  Plan 
was  obviously  for  capital  development.  However,  we  do  not  blame  the  Indians 
for  taking  the  wheat,  for  obviously  they  were  starving  and  had  to  have  it. 
What  we  do  suggest  is  that  the  Canadian  government  might  well  have  made 
an  additional  allocation  outside  the  Colombo  Plan  to  cover  the  wheat  in  order 
that  the  Indians,  who  are  getting  rather  a  miserly  amount  in  terms  of  capital 
development  required,  would  not  be  forced  to  reduce  that  amount  which  was 
set  aside  for  them  in  the  Colombo  Plan  for  capital  development. 

The  recent  budget  is  proof,  if  proof  be  needed,  that  Canada  has  money  to 
spare  for  this  kind  of  international  co-operation.  During  the  last  world  war 
Canada  made  gifts  and  loans  in  the  name  of  “mutual  aid.”  There  is  still  a  very 
real  need  for  such  aid,  and  to  be  effective  it  has  to  be  made  generously.  Let  us 
not  deceive  ourselves  that  by  giving  to  the  Colombo  Plan,  Canada  is  engaging 
in  a  pious  act  of  charity.  It  is  nothing  of  the  sort.  It  is  to  help  ourserves  that 
we  need  to  help  others,  whether  it  be  in  the  United  Kingdom,  France,  Pakistan 
or  elsewhere. 
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The  Congress  read  with  great  satisfaction  the  remarks  of  the  Honourable 
Chairman  of  this  Committee,  when  in  moving  the  motion  to  investigate  the 
problems  before  us  today,  he  said: 

We  certainly  do  a  good  job  in  sending  munitions  abroad.  I  notice 
a  defence  department  report  states  that  Canada  has  shipped  military 
stores,  ammunition  and  other  armaments  worth  $264  million  to  North 
Atlantic  Treaty  Organization  countries.  I  agree  with  Dr.  Keenleyside  and 
the  former  Agriculture  Minister  of  Ontario,  Mr.  Kennedy,  that  we  are 
strong  on  munitions  for  poor  nations  and  weak  on  food.  Empty  bellies 
certainly  appreciate  food  as  much  as  guns:  besides,  we  have  a  surplus 
of  food  and  would  get  sterling  for  a  good  part  of  this  surplus  if  we  wanted 
to,  whereas  we  do  not  have  a  surplus  of  munitions,  unless  we  manufacture 
them  at  the  taxpayers’  expense.  It  is  unquestionably  a  good  thing  for 
security  purposes  that  we  are  in  NATO,  and  we  must  pull  our  load;  but 
we  are  told  the  ratio  of  our  aid  is  $100  for  munitions  to  $1  for  food,  etc. 

The  Congress  need  not  labour  the  political  aspects  of  this  question.  Suffice 
it  to  say  that  in  the  vast  continents  of  Africa  and  Asia,  and  the  Middle  East  and 
Latin  America,  there  is  a  deep  desire  for  material  betterment,  for  industrial 
advancement,  for  social  progress.  Our  totally  inadequate  economic  aid  alloca¬ 
tion  does  not  seem  to  recognize  these  aspirations.  Unless  we  realize  this  soon 
and  act,  the  Iron  Curtain  may  encompass  a  greater  area  than  it  now  does. 

Assistance  to  the  economically  underdeveloped  areas  is  more  than  a  political 
problem.  It  is  also  an  economic  one,  closely  allied  with  the  question  of  long-run 
economic  collaboration.  We  quote  again  from  the  latest  report  of  the  O.E.E.C. 
(Chapter  XI)  “Policies  Concerning  Under-Developed  Areas”  (Page  182): 

The  delays  that  such  difficulties  imply  make  it  all  the  more  essential 
that  the  necessary  efforts  be  begun  as  soon  as  possible.  Increased  dollar 
investment  for  the  development  of  under-developed  areas,  in  order  to 
ensure  directly  or  indirectly  the  production  and  export  of  materials 
needed  for  the  long-term  expansion  of  the  United  States  economy,  will 
not  only  alleviate  the  dollar  problem  in  the  short  run,  but  strike  at  root 
causes  of  the  present  lack  of  balance  in  international  trade  and  payments. 
In  areas  where  standards  of  living  are  pitifully  low,  and  sometimes 
declining  as  the  growth  of  population  presses  on  the  means  of  subsistence, 
it  will  provide  a  necessary  means  of  breaking  the  vicious  circle,  creating 
an  atmosphere  of  hope,  and  reducing  the  very  great  risk  of  political 
and  economic  disintegration. 

In  viewing  the  matter  from  an  economic  standpoint,  it  may  well  be 
advisable  to  relate  it  to  the  problem  of  the  dollar  shortage.  Clearly,  the  desire 
for  capital  expansion  in  the  underdeveloped  countries  has  placed  a  great  strain 
on  the  overburdened  economies  of  Western  Europe.  On  the  one  hand,  they 
have  to  sell  to  dollar  markets.  On  the  other  hand,  they  are  being  pressed  to 
provide  the  goods  necessary  for  capital  expansion  in  the  underdeveloped  areas. 
The  United  Kingdom  and  France,  for  example,  have  been  forced  to  supply  the 
capital  needs  of  their  territories  in  Africa  and  Asia.  Moreover,  the  United 
Kingdom  has,  through  its  blocked  sterling  balances,  supplied  durable  goods 
to  certain  Asian  countries  for  similar  purposes. 

An  increased  Canadian  contribution  for  economic  assistance  would  go  a 
long  way,  both  to  relieve  the  economies  of  Western  Europe  and  to  fill  the  needs 
of  the  underdeveloped  countries.  It  would  inject  dollars  into  the  world  currency 
stream  so  that  people  could  pay  for  our  exports.  Second,  it  would  allow  Western 
Europe  to  divert  exports  to  dollar  areas.  It  would  have  an  even  greater  lasting 
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effect.  Expansion  of  food  products  and  raw  materials  requires  an  adequate 
supply  of  capital.  If  this  is  forthcoming  the  economically  underdeveloped 
countries  will  be  able  to  increase  their  production  of  such  materials  and  thereby 
their  sales  to  dollar  areas. 

This  kind  of  assistance  will  be  of  great  benefit  to  Canada  itself  in  the  long 
run.  By  contributing  to  the  industrialization  of  this  vast  area  of  the  world, 
we  are  contributing  to  a  higher  purchasing  power  for  the  millions  who  live  in  it. 
It  follows  that  we  are  building  up  markets  for  our  own  products.  Since  our 
economic  society  has  not  yet  proven  itself  capable  of  distributing  its  products 
as  well  as  it  can  make  them,  this  is  no  insignificant  factor. 

It  is  our  considered  opinion  that  private  capital  will  not  or  cannot  fulfil 
the  needs  of  the  economically  underdeveloped  areas.  It  is  apparent  from  the 
thinking  of  many  Canadian  and  American  business  men  that  they  are  reluctant 
to  shoulder  the  risks  of  foreign  capital  investment.  Investment  opportunities 
in  North  America  have  been  such  that  they  have  little  or  no  desire  to  go  far 
afield.  Added  to  this  is  the  attitude  prevalent  in  many  of  the  economically 
underdeveloped  countries  with  respect  to  foreign  capital.  The  experience  of 
the  past  has  led  them  to  associate  private  foreign  capital  with  the  abuses  of 
imperialism.  Our  participation  in  the  International  Confederation  of  Free 
Trade  Unions  has  brought  us  into  contact  with  trade  union  leaders  around  the 
world.  Discussions  with  them  and  others  have  convinced  us  that  the  job  of 
economic  assistance  will  either  be  done  in  large  part  through  government 
machinery  or  not  done  at  all. 

In  this  connection,  the  Congress  would  like  to  draw  particular  attention 
to  the  recent  United  Nations  action  in  establishing  an  International  Develop¬ 
ment  Fund.  The  purpose  of  the  Fund  will  be  to  obtain  capital  for  development 
of  the  less  industrially  advanced  nations.  The  money  will  be  utilized  in 
conjunction  with  the  U.N.  Technical  Assistance  Programme.  Countries  such 
as  Canada  are  expected  to  provide  the  necessary  resources.  The  Congress 
does  not  wish  to  minimize  the  Colombo  Plan  or  other  foreign  economic  aid 
programmes.  However,  we  would  stress  the  desirability  of  working  through 
the  United  Nations  and  its  Agencies  wherever  possible.  Only  in  this  way  can 
we  strengthen  the  machinery  of  world  government.  We  would,  therefore,  urge 
the  Canadian  Government  to  support  generously  the  recently  constituted  U.N. 
International  Development  Fund. 

Full  Employment  Programme : 

It  has  often  been,  said  that  one  of  the  greatest  threats  to  long-run  economic 
collaboration  will  come  from  an  American  depression.  Even  a  minor  depres¬ 
sion  in  the  United  States  can  have  far-reaching  effects  because  of  America’s 
role  in  the  world’s  economy.  Already  the  fear  is  being  expressed  that  trade  in 
the  United  States  may  slump,  even  before  the  end  of  the  year.  It  seems  to 
us  that  a  depression,  minor  or  major,  is  the  last  thing  in  the  world  that 
should  be  permitted  to  interfere  with  the  international  co-operation  which 
NATO  is  accomplishing.  Climate  is  beyond  our  control.  Soviet  policies  are 
similarly  not  of  our  making  or  choosing  (although  these  we  can  at  least 
influence).  However,  we  can  certainly  so  arrange  our  economies  as  to  preclude 
a  breakdown  in  external  trade,  in  employment,  in  investment,  and  so  on, 
which  is  precisely  what  the  Soviet  bloc  is  hoping  and  waiting  for. 

Both  as  an  immediate  and  as  a  long-range  programme,  the  United  States, 
Canada  and  the  rest  of  the  NATO  countries,  and,  for  that  matter,  those  other 
countries  with  which  they  have  close  ties,  must  get  together  and  make  full 
employment  a  continuing  characteristic  of  the  free  world.  Naturally,  organized 
labour  is  most  concerned  about  this  but  we  submit  in  all  sincerity  that  full 
employment,  or  the  lack  of  it,  is  a  measure  of  everyone’s  prosperity  and  not 
just  the  working  man’s. 
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We  do  not  for  a  moment  imagine  that  full  employment  can  be  obtained 
by  figuratively  waving  a  wand.  On  the  other  hand,  it  is  not  merely  the  stuff 
dreams  are  made  of.  Both  Canada  and  the  United  States  have  had  full  employ¬ 
ment  during  the  war  and  for  a  time  afterward.  Even  now  the  level  of 
employment  is  high  although  fluctuating  and  spotty.  Economists — and  govern¬ 
ments — now  know  much  more  about  maintaining  the  economy  at  its  optimum 
level  of  production  (and  consumption)  than  they  did  during  the  1930’s.  We 
need  hardly  amplify  the  economic  potential  which  NATO  and  connected 
countries  represent:  A  vast  pool  of  manpower,  much  of  it  literate  and  highly 
skilled,  great  industrial  development  and  know-how,  almost  incalculable 
natural  resources  of  the  greatest  variety.  Surely,  with  assets  like  these,  there 
is  no  excuse  for  a  breakdown  in  our  economies,  particularly  at  the  present 
time.  We  believe  that  dedication  to  the  task  of  maintaining  full  employment 
on  this  continent  and  in  Europe,  will  go  a  long  way  towards  answering  the 
question  which  concerns  this  Committee. 

SOME  IMPLICATIONS 

If  liberalisation  of  trade  and  an  increased  volume  of  imports  from  Western 
Europe  and  from  other  countries  lead  to  hardship  for  some  workers  and 
communities  in  Canada,  the  Government  must  take  action  to  counteract  such 
effects.  Some  measures  we  have  suggested  may  well  involve  increased  burdens 
on  the  people  of  Canada.  If  these  are  to  be  borne,  increased  efforts  must  be 
made  to  inform  the  people  of  the  reasons  for  such  expenditure.  What  is 
more,  these  burdens  must  be  borne  on  the  basis  of  equality  of  sacrifice  by  all 
sections  of  the  population. 

The  Congress  contends  that  a  programme  of  the  type  proposed  will 
involve  a  direct  and  positive  role  for  the  Government.  New  policies  in  our 
trading  relationships  cannot  but  have  a  profound  effect  on  a  nation  such  as 
Canada  which  depends  to  such  a  high  degree  on  external  trade. 

The  Congress  believes  that  if  workers  are  displaced  as  a  result  of 
increasing  imports  they  should  be  given  some  form  of  supplemental  income 
during  the  transition  from  unemployment  resulting  from  increased  imports 
to  re-employment  elsewhere  in  the  full -employment  economy.  Such  income 
could  very  well  be  in  the  form  of  supplementary  unemployment  benefits  to 
be  granted  to  the  worker.  While  he  is  receiving  this  supplemental  income, 
he  should  be  given  the  opportunity  to  develop  new  and  different  work  skills 
through  re-training  programs.  He  must  also  be  given  the  opportunity,  if 
necessary,  to  be  relocated  and  re-housed  in  another  community  where  employ¬ 
ment  opportunities  are  available. 

In  addition,  federal  action  must  be  taken  to  aid  specific  communities  by 
enabling  them  to  shift  their  productive  facilities  to  the  production  of  goods 
which  are  needed  on  the  Canadian  market.  New  companies  and  new  industries 
should  be  encouraged  to  locate  in  these  communities.  The  national  Govern¬ 
ment  has  a  responsibility  to  the  community  to  enable  it  to  maintain,  employ¬ 
ment  opportunities. 

Any  serious  attempt  to  implement  Article  2  of  the  North  Atlantic  Treaty 
will  have  a  direct  and  important  bearing  on  the  social  and  economic  welfare 
of  many  Canadian  citizens.  This  leads  us  to  propose  the  establishment  of  a 
consultative  body  composed  of  representative  Canadian  organizations — farm, 
labour,  business,  welfare,  etc.,  which  would  consider  questions,  particularly 
economic  questions,  connected  with  Canada’s  role  in  the  North  Atlantic 
Treaty  Organization.  Such  machinery  would  permit  continuous  consultation 
with  organizations  which  represent  large  sections  of  the  Canadian  people. 
While  in  no  way  minimizing  the  role  which  your  Committee  is  fulfilling  in 
this  regard,  the  Congress  believes  that  some  more  permanent  form  of  consulta¬ 
tion  on  these  questions  must  be  worked  out.  If  the  economic  functions  of 
NATO  really  develop,  such  machinery  will  be  imperative. 
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The  Chairman:  Very,  good.  Now,  members  of  the  committee,  the  meet¬ 
ing  is  open  for  questions  you  might  like  to  ask  the  witness. 

Hon.  Mr.  Euler:  Mr.  Chairman,  I  must  compliment  the  gentleman  who 
presented  this  brief;  it  is  very  comprehensive,  and  in  many  respects  I  agree 
with  it;  in  some  other  respects,  perhaps  I  do  not.  I  would  like  to  make  one 
comment  and  ask  one  question.  I  noticed  in  the  brief,  and  rather  to  my  mild 
surprise,  that  the  congress  is  in  favour  of  increased  immigration — planned 
immigration,  I  think  they  call  it,  and  I  agree  with  that  altogether.  I  notice  he 
mentions  Italy,  Belgium  and  Holland.  There  are  two  other  notable  exceptions, 
Great  Britain  for  one,  which  is  perhaps  taken  for  granted.  I  would  like  to 
have  his  opinion  as  to  whether  we  could  not  get  some  very  worthwhile 
immigration,  now  perhaps  that  antagonisms  and  prejudices  resulting  from  the 
war  are  disappearing,  fortunately,  from  Germany,  and  whether  the  congress 
would  be  in  favour  of  a  substantial  number  of  German  immigrants  coming 
into  Canada. 

Hon.  Mr.  Horner:  That  was  what  I  was  going  to  ask. 

Hon.  Mr.  Euler:  There  are  some  millions  of  refugees  taken  over  in 
some  parts  of  Poland.  We  have  in  Canada  a  great  many  people  of  German 
birth  or  extraction.  I  am  of  German  extraction,  not  of  German  birth;  and  I 
think  they  have  developed  into  the  very  best  class  of  Canadian  citizens.  Do 
you  not  think  that  it  might  be  well  to  admit  to  Canada  some  of  these  people 
that  I  think  would  become  very  good  Canadians  and  producers? 

Mr.  Levinson:  Yes.  ^  I  would  only  like  to  say,  senator,  that  the  countries 
we  have  mentioned,  Italy,  Holland  and  Belgium  were  only  used  because  of 
very  heavy  over-population  in  those  countries. 

Hon.  Mr.  Euler:  That  is  true  of  western  Germany  now. 

Mr.  Levinson:  Yes,  and  we  have  presented  to  the  Senate  Committee  which 
was  investigating  the  question  of  immigration,  a  complete  brief  of  our  position 
on  that  point.  I  could  have  attached  it,  but  I  did  not  think  the  honourable 
senators  would  find  it  advisable.  On  the  particular  point  which  you  mention, 
I  would  simply  perhaps  ask  Mr.  Mosher  if  he  would  like  to  answer  it.  I  have 
personal  views  on  it. 

Mr.  Mosher:  Well,  gentlemen,  I  think  that  the  only  reason  those  three 
places  were  named  and  the  others  left  out  is,  as  the  senator  has  said,  we 
take  it  for  granted  that  Canada  is  always  glad  to  have  immigrants  from  Great 
Britain  and  from  Germany;  and  I  think  that  we  must  all  agree  that  those  who 
have  come  to  us  from  these  countries  have  helped  to  make  Canada  as  great 
as  it  is  today. 

Hon.  Mr.  Horner:  I  wondered,  too,  because  I  wanted  to  ask  that  question. 
If  you  look  up  the  names  of  the  men  in  the  past  war  from  my  province  of 
Saskatchewan — I  can  give  one  case  of  a  German  family  at  Moose  Jaw  that 
had  six  sons  in  the  army  here;  and  as  far  as  that  is  concerned  I  think  that  there 
is  a  greater  need  in  Germany  than  in  any  of  the  other  countries  that  you 
have  mentioned  because  of  the  immense  numbers  flocking  over  from  eastern 
Germany,  and  they  have  been  forced  to  remain  under  communism  because  of 
the  impossibility  to  find  houses,  let  alone  employment.  So  that  I  would  think 
their  need  is  even  greater — at  least,  they  are  able  to  take  care  of  their  own 
in  their  own  country. 

Mr.  Mosher:  I  think,  however,  that  we  must  be  even  more  careful  in  our 
immigration  policy  in  respect  to  Germany,  where  thousands  of  these  people 
are  coming  over  from  the  communist  ridden  part  of  the  country,  because  I  have 
no  doubt  in  my  mind,  and  I  am  sure  the  members  of  the  congress  who  have 
given  study  to  this  problem  have  it  in  their  mind,  that  all  that  are  coming 
over  are  not  coming  just  to  be  free  citizens  of  the  free  world,  they  are  coming 
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over  in  large  numbers,  I  am  quite  satisfied,  to  help  give  propaganda  to  the 
kind  of  idealism  that  they  have  in  Russia  and  their  satellite  countries.  I  think 
it  calls  for  great  caution  in  allowing  people  to  come  from  that  country  in  a 
mass  way,  and  travelling  through  countries  overrun  by  the  communists. 

Hon.  Mr.  Horner:  But  I  would  not  agree  for  one  minute  that  there  is  any 
greater  danger  from  Germany  of  that  kind  of  thing  than  any  of  the  three 
countries  you  have  mentioned  here. 

Mr.  Mosher:  It  is  a  matter  of  opinion;  we  have  not  the  same  influx. 

Hon.  Mr.  Horner:  We  have  had  very  few  Germans  come. 

Hon.  Mr.  Lambert:  Is  it  not  true  that  in  the  movement  of  peoples  from 
one  country  to  another  in  the  past  century  it  has  been  greater  after  wars,  and 
as  a  rule  has  accompanied  the  greater  movement  of  goods  from  one  country 
to  another?  In  other  words,  a  period  of  great  trade  expansion  and  freer  trade 
and  flow  of  goods  has  been  accompanied  by  immigration  rather  than  during 
periods  of  ecohomic  nationalism  when  people  are  isolated? 

Mr.  Levinson:  I  think  that  dislocations  from  war  would  result  in  a  higher 
flow.  There  is  no  doubt  that  some  countries  in  Europe  will  continue  to  find 
the  population  problem  a  more  acute  one  as  the  result  of  a  natural  increase 
taking  place.  I  think  that  while  there  is  a  special  problem  in  the  post-war 
period  in  terms  of  reconstruction,  there  is  a  long-term  problem  in  terms  of 
population,  density  in  Europe. 

Hon.  Mr.  Lambert:  But  is  it  not  so  that  in  the  past  the  settlement  of  this 
continent  by  migration  from  Europe  was  pretty  largely  coincidental  with  the 
period  of  free  trade  which  existed  throughout  the  world  from  the  middle 
up  to  the  end  of  the  last  century. 

’  Mr.  Levinson:  That  is  a  point,  but  I  would  not  like  to  comment  on  it. 
I  have  no  figures. 

Hon.  Mr.  Lambert:  My  point  is  the  movement  of  goods  and  freer  trade  is 
coincidental  with  the  movement  of  people. 

Mr.  Levinson:  Yes. 

Hon.  Mr.  Horner:  I  might  say  to  the  witness  on  this  suggestion  that  we 
might  give  away  food — and  I  agree  that  possibly  there  is  a  place  for  it — 
that  by  reason  of  the  strike  of  loaders  in  Vancouver  some  millions  of  bushels 
of  grain  have  spoiled  because  it  was  left  lying  on  the  ground  and  was  not 
handled  properly. 

Mr.  Mosher:  Mr.  Chairman,  may  I  answer  the  Senator  by  saying  that  I 
hope  he  is  not  one  of  those  people  who  say  that  when  a  local  group  of  workers 
go  on  strike  that  they  are  the  only  people  who  cause  grain  to  spoil.  It  is  not 
altogether  because  of  a  strike. 

Hon.  Mr.  Horner:  But  a  solution  should  be  found. 

Mr.  Levinson:  My  understanding  is  that  the  Prime  Minister  has  suggested 
that  it  was  not  the  fault  of  the  workers  but  the  fault  of  the  company. 

Hon.  Mr.  Lambert:  We  are  getting  a  little  off  the  subject. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  I  agree  with  Senator  Euler  that  immigra¬ 
tion  is  perhaps  the  most  important  factor  in  Canada’s  development  and  perhaps 
in  her  trade.  I  am  glad  to  hear  a  direct  expression  of  opinion  on  this  point 
from  the  Congress  of  Labour,  because  it  is  generally  thought  that  they  are 
against  immigration.  Their  stand  now  is  all  to  the  good. 

You  suggested  that  we  accept  part  sterling  for  the  sale  of  our  goods  to 
Europe.  What  would  be  the  mechanics  for  the  carrying  out  of  that  scheme? 

Mr.  Levinson:  Let  us  say  that  we  have  a  surplus  of  agricultural  products. 
We  would  send  those  agricultural  products  to  the  United  Kingdom,  the 
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exporters  would  be  paid  in  dollars  by  the  Canadian  government,  and  we  have 
suggested  that  a  counterpart  fund  be  set  up  in  the  United  Kingdom,  in  sterling, 
which  counterpart  fund  could  be  used  for  the  purchase  of  material  for  the 
Colombo  Plan  or  for  the  purchase  of  our  government  in  the  United  Kingdom. 
We  have  suggested  the  device  of  a  counterpart  fund  of  that  kind  in  conjunction 
with  the  Canadian  government  paying  the  Canadian  exporter. 

Hon.  Mr.  Kinley:  You  advocate  subsidizing  export  trade? 

Mr.  Levinson:  No;  we  advocate  that  the  Canadian  government  pay  dollars 
to  the  Canadian  exporter,  and  that  a  counterpart  fund  in  sterling  be  set  up  for 
purchases  in  the  sterling  area  and  under  the  Colombo  Plan. 

Hon.  Mr.  Kinley:  Suppose  I  am  an  exporter,  or  a  farmer,  and  the  govern¬ 
ment  agrees  to  accept  part  sterling  for  my  goods.  If  the  government  accepts 
payment  in  sterling  and  pays  me  in  terms  of  dollars,  it  would  not  be  satisfactory. 
The  United  Kingdom  wants  our  money  in  preference  to  their  own. 

Mr.  Levinson:  It  would  not  affect  the  Canadian  exporter,  who  would  be 
paid  directly  by  the  government  in  Canadian  dollars. 

Hon.  Mr.  Kinley:  But  the  government  must  take  up  the  slack  between 
the  two  currencies. 

Mr.  Levinson:  Yes;  but  it  can  use  the  sterling  in  a  number  of  ways.  This 
is  one  device  which  would  enable  us  to  sell  to  the  sterling  area  and  also  increase 
our  sterling  purchases. 

Hon.  Mr.  Kinley:  But  the  government  would  get  only  part  of  the  value 
of  dollars  by  taking  sterling. 

Mr.  Levinson:  I  am  not  clear  on  the  point  you  are  making. 

Hon.  Mr.  Kinley:  If  the  government  takes  sterling  in  payment,  it  is  not 
worth  as  much  as  our  dollars. 

Mr.  Levinson:  Certainly  it  is,  if  we  use  it  to  make  purchases  in  the 
sterling  area. 

Hon.  Mr.  Kinley:  But  somebody  must  take  up  the  slack. 

Mr.  Levinson:  We  simply  use  it,  let  us  say,  as  for  part  of  our  government 
purchases  in  Britain  or  under  the  Colombo  Plan. 

Hon.  Mr.  Kinley:  But  our  price  is  in  dollars. 

Mr.  Levinson:  The  price  transaction  would  remain  constant;  it  is  an 
equivalent  value. 

Hon.  Mr.  Kinley:  For  instance,  I  had  a  cable  this  morning  about  goods  I 
have  purchased  in  England,  and  they  demanded  Canadian  dollars.  They  told 
me  what  the  price  was  in  sterling,  but  they  want  my  Canadian  dollars.  Now, 
if  we  accept  their  sterling,  we  are  taking  a  depreciated  currency  and  somebody 
must  pay  the  difference. 

Mr.  Levinson:  No;  we  would  be  given  payment  in  dollars,  and  a  counter¬ 
part  fund  in  sterling  would  be  set  up.  It  would  help  to  increase  their  supply 
of  dollars. 

Hon.  Mr.  Kinley:  But  our  government  does  not  produce  anything;  it 
must  buy  goods  from  the  producer  and  pay  him  for  them  in  Canadian  dollars. 

Hon.  Mr.  Burchill:  But  the  witness  is  talking  about  surplus,  is  he  not? 

The  Chairman:  Yes. 

Hon.  Mr.  Burchill:  As  to  the  setting  up  of  the  counterpart  fund,  as 
suggested  on  page  8  of  the  brief,  and  that  the  government  should  use  it  to 
purchase  in  the  United  Kingdom,  would  that  not  decrease  the  dollar  purchases 
in  Great  Britain?  Today  the  Canadian  government  is  giving  them  their 
much-needed  dollars;  and  if  we  substitute  sterling  for  those  dollars,  it  would 
defeat  its  own  purpose. 
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Mr.  Levinson:  No;  we  would  be  paying  them  in  dollars. 

Hon.  Mr.  Burchill:  Yes,  but  you  are  proposing  to  form  a  counterpart  fund 
with  sterling. 

Mr.  Levinson:  Yes. 

Hon.  Mr.  Burchill:  And  the  government  is  going  to  use  that  money  to 
purchase  goods  in  Britain,  for  which  they  are  now  using  dollars.  Do  you  see 
the  point  I  am  making? 

Mr.  Levinson:  No. 

Mr.  Mosher:  I  think  one  point  Mr.  Levinson  has  made  has  been  overlooked; 
that  is,  we  have  said  in  our  brief  that  while  we  think  we  should  export  much 
of  our  goods  to  help  the  Colombo  Plan,  that  we  should  not  be  stuck  at  that. 
If  we  can  buy  in  the  sterling  areas  and  supply  the  sterling  areas,  as  we  would 
do  through  this  fund,  it  would  cause  no  problem;  it  is  merely  a  bookkeeping 
transaction. 

Mr.  Levinson:  That  would  be  one  use  for  the  counterpart  fund,  for  sterling 
purchases. 

Hon.  Mr.  Campbell:  Mr.  Chairman,  I  should  like  to  try  to  get  clear  on 
one  point.  I  agree  entirely  with  what  Senator  Kinley  has  said.  If  I  understand 
your  proposal  correctly,  you  are  suggesting  that  we  set  up  a  new  method  of 
trading  with  the  United  Kingdom,  by  which  we  will  sell  goods  to  them  and 
accept,  in  part  payment,  sterling? 

Mr.  Levinson:  No,  I  am  not  suggesting  a  completely  new  method.  I 
am  suggesting  a  way  of  dealing  with  certain  commodities.  Let  us  say,  for 
example,  that  in  one  year  our  sales  to  the  United  Kingdom  were  $200  million 
and  their  exports  to  us  were  $100  million.  As  regards  the  balance  of  payments 
in  our  favour,  we  might  say  to  them,  “Some  of  our  agricultural  commodities 
are  in  surplus  supply,  and  you  want  them,  but  you  cannot  buy  them  because 
you  have  not  enough  dollars.  Therefore,  for  these  agricultural  products  we 
will  sell  to  you,  instead  of  paying  us,  as  you  normally  do,  in  dollars,  we  will 
pay  our  own  exporters  $100  million  for  the  products  sold  to  you,  and  you  will 
set  up  a  sterling  counterpart  fund,  which  we  will  use  for  government  purchases 
in  Britain;  for  example,  purchases  under  the  Colomobo  Plan”. 

Hon.  Mr.  Campbell:  What  would  that  do  other  than,  first  of  all,  granting 
credit  to  the  purchaser  to  the  extent  of  the  sterling  you  accept?  That  is  in 
the  first  place.  It  is  a  loan  just  as  if  you  lent  them  money.  In  other  words, 
the  Canadian  Government  would  be  lending  money  to  cover  that  sterling, 
which  money  would  be  used  to  pay  the  producer. 

Mr.  Levinson:  No.  It  would  be  one  means  of  helping  to  assist  in  greater 
purchases  from  Canada  by  the  sterling  area. 

Hon.  Mr.  Campbell:  In  the  first  instance  it  is  nothing  but  a  loan. 

Hon.  Mr.  Haig:  No. 

Hon.  Mr.  Campbell:  Let  me  ask  you  this  question:  when  you  do  that  first 
transaction,  the  Canadian  Government  would  then  have  a  sterling  account  in 
the  United  Kingdom? 

Mr.  Levinson:  Yes. 

Hon.  Mr.  Campbell:  And  they  would  have  advanced  the  dollars  to  the 
Canadian  exporters? 

Mr.  Levinson:  Yes. 

Hon.  Mr.  Campbell:  And  to  that  extent  they  have  advanced  dollars  against 
sterling  deposits. 

Mr.  Levinson:  You  substitute  dollars  for  pounds.  It  is  not  an  advance, 
it  is  an  exchange. 
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Mr.  Mosher:  There  is  a  tremendous  difference  if  you  buy  from  the 
United  Kingdom  articles  which  are  required,  say  under  the  Colombo  Plan. 

Hon.  Mr.  Campbell:  We  are  not  at  that  point  yet.  In  the  first  instance 
you  suggest  the  Canadian  Government  would  accept  sterling  and  bank  it  in 
England.  Are  you  suggesting  that  that  should  be  convertible  sterling  or 
blocked  sterling? 

Mr.  Levinson:  Blocked  sterling. 

Hon.  Mr.  Campbell:  To  be  used  for  some  specific  purpose? 

Mr.  Levinson:  To  buy  in  the  sterling  area. 

Mr.  Mosher:  The  purpose  is  to  be  able  to  sell  something  in  the  sterling 
area. 

Hon.  Mr.  Campbell:  If  the  Canadian  Government  the  next  day  buys 
electrical  machinery  in  the  sterling  area  for  use  anywhere,  and  pays  for  it  in 
sterling,  nothing  has  been  accomplished,  has  it? 

The  Chairman:  Excuse  me,  but  the  surplus  has  been  got  rid  of. 

Hon.  Mr.  Campbell:  Whereas  today  they  might  be  buying  the  same 
article  for  dollars  in  the  sterling  area. 

Mr.  Levinson:  But  it  can  be  used  as  a  means  of  diverting  trade  to  the 
sterling  area.  In  other  words,  if  you  block  it,  you  can  suggest  that  we  have 
to  buy  goods  in  the  sterling  area. 

Hon.  Mr.  Campbell:  All  you  are  suggesting  in  fact  is  that  we  buy  a  little 
more  in  the  sterling  area  for  dollars  rather  than  have  the  purchases  made 
in  the  dollar  area. 

Mr.  Levinson:  Yes.  That  is  one  means  of  doing  it.  It  is  one  means  of 
enabling  us  to  buy  in  the  sterling  area,  and  at  the  same  time,  promoting  the 
sale  of  our  surplus  agricultural  products  to,  say,  the  United  Kingdom. 

Hon.  Mr.  Campbell:  You  do  not  accomplish  anything  unless  you  have 
sterling  convertible.  That  is  really  what  you  need. 

Mr.  Levinson:  No:  it  is  inconvertible  sterling  in  a  sense.  We  have  to 
buy  from  the  sterling  area.  But,  by  agreeing  to  a  deal  of  that  kind,  we  get 
rid  of  some  of  our  agricultural  products,  for  example. 

Hon.  Mr.  Campbell:  It  is  not  as  simple  as  that. 

Hon.  Mr.  Haig:  I  would  like  to  make  a  couple  of  comments.  First,  I  am 
very  happy  to  sit  here  and  listen  to  a  brief  by  the  Canadian  Congress  of  Labour; 
for  one  reason, — and  I  want  to  emphasize  it, — the  magnificent  fight  that  that 
organization  has  put  up  to  drive  communism  out  of  its  ranks.  The  rest  of 
Canada  is  under  a  great  debt  of  gratitude  to  them  for  that  fight.  Number  two: 
I  do  not  think  that  I  can  agree  with  many  things  in  this  brief,  but  I  will  say 
this  for  the  brief,  that  for  the  things  they  have  advocated  they  have,  in  my 
judgment,  put  up  the  very  best  case  they  could.  There  has  been  some  emphasis 
on  a  scheme  of  trading.  But  we  have  tried  it;  unfortunately  for  Canada  we 
have  tried  it.  About  a  year  ago  last  February  the  United  States  had  an  embargo 
against  our  cattle,  so  we  made  a  deal  whereby  we  would  sell  so  much  beef 
to  Great  Britain,  taking  from  them  in  payment  an  order  on  New  Zealand  for 
their  beef  in  place  of  it;  then  we  would  sell  the  New  Zealand  beef  to  the  United 
States.  We  invested  many  millions  of  dollars  in  that  proposition.  On  paper 
it  seemed  a  very  fine  idea,  but  would  you  like  to  tell  me  how  much  we  lost 
on  that  transaction? 

Mr.  Levinson:  I  don’t  know,  Senator. 

Hon.  Mr.  Haig:  Four  times  as  much  as  we  put  into  it;  about  $22,000,000. 
I  am  not  saying  that  that  is  the  scheme  you  propose,  but  it  indicates  the 
difficulties  under  present  conditions.  Senator  Campbell  is  quite  right:  if  you 
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under  this  deal  sell  some  two  hundred  million  dollars  worth  of  wheat,  or 
whatever  it  happens  to  be,  to  Great  Britain,  and  they  pay  a  hundred  million 
dollars  in  American  currency  and  a  hundred  million  dollars  in  sterling,  that 
sterling  cannot  be  used  here.  In  the  meanwhile,  to  pay  the  farmers  for  this 
wheat,  the  government  has  got  to  lend,  either  itself  or  by  somebody  else,  one 
hundred  million  dollars,  for  the  purchase  of  products  under  the  Colombo  Plan. 
So  that  is  good  so  far.  But  if  there  were  no  such  proposition,  we  would  have 
to  buy  goods  for  the  Colombo  Plan  and  would  use  our  Canadian  dollars  for 
the  purpose,  and  the  British  would  take  that  and  have  that  much  money  to  use, 
instead  of  sterling,  to  buy  our  goods.  The  situation  can  be  cleared  only  by  a 
guarantee  which  will  make  sterling  convertible,  but  I  have  never  heard  from 
anybody  how  that  can  be  done.  Until  you  do  that  you  cannot  help  our  trade, 
although  you  can  assist  a  little  with  individual  deals.  As  a  matter  of  fact 
we  have  not  a  surplus  of  grain.  The  only  surplus  we  have  is  in  commodities 
where,  as  in  the  case  of  pork  products,  we  went  into  the  market  and  purchased 
at  too  high  a  price.  I  am  referring  particularly  to  pork  products,  which  were 
kept  off  the  market  and  the  rest  of  the  people  in  Canada  paid  more  for  these 
pork  products  than  they  should  have.  It  is  true  that  the  farmers  got  more. 
But  I  have  no  knowledge — you  may  have — how  you  are  going  to  get  the  cost 
of  living  down  if  you  insist  on  setting  a  price  on  everything  that  is  produced 
in  this  country.  You  say  that  the  private  investor  would  not  invest.  Why 
would  he  not  invest  in  the  Middle  East? 

Mr.  Levinson:  Because  of  stability  conditions. 

Hon.  Mr.  Haig:  There  is  no  stability  question  as  to  the  investor  getting 
back  his  payments.  You  say  the  government  should  do  it,  but  the  government 
is.  really  acting  on  behalf  of  the  individuals.  I  do  not  know  what  the  govern¬ 
ment  takes  from  you  each  year  in  income  tax,  but  I  know  I  pay  a  little  some¬ 
thing.  To  that  extent  I  am  part  of  the  government.  Ninety-nine  per  cent  of 
your  employees  pay  income  tax. 

Hon.  Mr.  Kinley:  That  is  a  pretty  high  percentage. 

Hon.  Mr.  Haig:  Are  you  going  to  take  the  money  away  from  the  taxpayers 
and  put  it  in  there?  As  in  Iran,  the  investment  would  be  lost  just  as  was  the 
money  the  British  Government  invested  in  peanut  plantations  in  Africa  a  few 
years  ago.  That  money  was  all  lost. 

Mr.  Levinson:  A  lot  of  investments  were  not  lost. 

Hon.  Mr.  Haig:  Most  of  them  have  been  lost. 

Mr.  Levinson:  Oh,  I  would  disagree  with  you. 

Hon.  Mr.  Haig:  That  is  what  bothers  me;  these  investments  are  all  lost. 

Mr.  Levinson:  You  have  made  two  points  on  this  general  question  as  to 
the  proposal  about  sterling.  In  very  simple  terms,  this  is  what  it  means.  We 
will  be  selling  more  to  Britain  and  buying  more  from  the  sterling  area.  That 
is  it  in  a  nut  shell.  In  other  words,  we  say  to  the  British  or  western  European 
countries,  “You  are  short  of  dollars.  You  cannot  buy  our  products  and  you 
want  them.  We  shall  send  them  to  you  and  we  will  agree  that  we  will  increase 
the  amount  of  our  purchases  by  that  much.” 

Hon.  Mr.  Haig:  I  am  not  a  government  supporter,  but  let  me  ask  you  this. 
The  government  placed  a  large  order  for  airplanes  for  the  T.C.A.  with  Great 
Britain.  That  was  all  right,  but  that  is  the  only  way  I  think  we  can  help  them. 

Mr.  Levinson:  Certainly  one  of  the  ways  we  can  help  Britain — and  we 
have  suggested  it  in  our  brief — is  by  increasing  our  purchases  from  the  United 
Kingdom.  Government  purchasing,  as  you  mention,  is  a  major  point  in  our 
brief.  We  still  feel,  however,  that  it  is  worth  considering  this  kind  of  part- 
payment  in  sterling  for  our  agricultural  surplus  products,  and  so  on,  and 
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buying  more  in  the  sterling  area.  The  second  point  you  raised  was  this. 
I  believe  you  said  Canadian  or  American  investors  would  not  invest  in  the 

Middle  East.  I  should  like  to  comment  on  that.  You  think  it  is  because 

of  political  conditions  of  instability.  I  agree  that  that  is  one  factor,  but  the 
other  factor  we  tried  to  point  out  in  the  brief  is  that  the  people  in  many 
of  those  areas  do  not  want  private  investment.  One  can  agree  or  disagree 
with  that  opinion,  but  that  is  a  fact,  to  my  knowledge.  We  say  that  in 
those  circumstances,  if  you  are  going  to  help  these  people,  you  must  do  it  on 
the  basis  of  something  like  the  Colombo  Plan.  It  must  be  done  on  a  large 
scale  through  such  agencies  as  the  International  Development  Fund  which 
has  recently  been  set  up.  Private  international  capital  is  not  likely  to  make 
a  very  large  contribution  to  the  development  of  many  of  these  areas. 

Hon.  Mr.  Haig:  I  should  like  to  ask  you  one  more  question.  About  ten 

years  ago  we  invested  some  $50  million  in  China.  Did  it  do  us  any  good? 

That  was  a  government  loan  and  we  lost  it. 

Mr.  Levinson:  I  suppose  in  a  dollar  and  cents  way  the  grants  made  by 
the  Colombo  Plan  to  India  or  Southeast  Asia  can  be  considered  lost.  However, 
in  terms  of  the  world  political  struggle  these  grants  will  mean  increased 
purchasing  from  us  in  the  future.  I  for  one  would  never  agree  that  this  is 
really  a  financial  loss.  In  my  opinion  we  must  make  these  grants. 

Hon.  Mr.  Haig:  What  gain  did  this  country  get  from  the  $50  million  that 
was  invested  in  China? 

Mr.  Levinson:  I  do  not  know. 

Hon.  Mr.  Haig:  And  in  addition  they  stole  our  ships. 

Mr.  Levinson:  I  suppose  so,  but  I  submit  to  you,  senator,  not  making 
these  grants  to  Southeast  Asia  would  result  in  far  greater  repercussions  on 
the  Canadian  population  than  the  $50  million  lost  in  China. 

Hon.  Mr.  Haig:  Well,  we  lost  that  money  completely. 

Mr.  Levinson:  I  am  putting  forth  the  statement  that  we  must  grant  these 
people  money.  We  do  not  know  what  will  happen  to  the  free  world. 

Hon.  Mr.  Kinley:  You  say  that  they  do  not  like  private  money.  I  think 
you  will  agree  that  the  only  people  in  the  world  who  invest  are  those  who 
have  private  money. 

Mr.  Levinson:  I  would  suggest  to  you  that  at  the  moment,  the  grants 
being  made  through  the  Colombo  Plan — through  the  International  Bank  for 
reconstruction  and  development,  are  not  from  private  capital. 

Hon.  Mr.  Haig:  Sure  they  are. 

Mr.  Levinson:  Those  are  the  agents  doing  the  job  of  economic  develop¬ 
ment  in  those  areas. 

Hon.  Mr.  Kinley:  In  our  country  it  is  done  in  that  way.  The  money 
comes  from  the  taxes  that  the  people  pay. 

Mr.  Levinson:  Well,  if  you  want  to  look  at  it  from  that  point  of  view  I 
suppose  you  are  right,  but  the  actual  effect  of  transferring  capital  from 
Canada  to  Southeast  Asia  in  the  Colombo  Plan  is  not  being  done  as  in  the 
past,  through  international  investment  on  a  private  basis,  but  it  is  being 
done  directly  from  the  Canadian  government  to  the  government  of  India. 

Hon.  Mr.  Lambert:  That  is  really  what  is  wrong  with  the  plan. 

Mr.  Levinson:  Whether  you  and  I  disagree  or  agree  on  that  particular 
point,  I  think  there  is  no  alternative. 

Hon.  Mr.  Lambert:  I  do  not  wish  to  usurp  the  point,  but  to  follow  up 
what  Senator  Haig  was  referring  to  in  connection  with  the  Colombo  Plan, 
supposing  for  the  purposes  of  argument  the  government  of  Canada  does 
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everything  you  suggest  in  this  brief  in  connection  with  that  plan.  How  far 
do  you  think  that  would  contribute  to  the  solution  of  the  problem  that  is 
supposed  to  be  solved,  or  at  least  met,  at  any  rate,  by  the  Colombo  Plan? 

Mr.  Levinson:  You  mean  if  the  Canadian  government  contributed  more, 
let  us  say,  to  the  Colombo  Plan,  how  much  do  you  suppose  I  think  that 
additional  contribution  would  mean  to  the  countries  in  Asia? 

Hon.  Mr.  Lambert:  This  problem  you  are  dealing  with  now  is  a  big 
international  problem,  and  we  are  one  of  several  signatory  nations  in  relations 
to  the  Colombo  Plan.  What  I  am  getting  at  is,  are  we  not  a  pretty  small 
sector  of  that  whole  effort?  And  does  not  a  great  deal  depend  upon  the 
efficiency  and  the  ability  of  your  international  organization  that  you  set  up 
to  handle  the  whole  thing,  as  to  what  we  do  or  do  mot  do? 

Mr.  Levinson:  I  would  suggest  that  we  are  one  of  the  major,  if  not  the 
major,  countries  in  the  Colombo  Plan  which  is  capable  at  the  moment  of  assist¬ 
ing.  I  mean,  the  contributing  countries  to  the  Colombo  Plan  are  primarily 
U.K.  countries. 

Hon.  Mr.  Lambert:  The  United  States  is  in  the  Colombo  Plan,  is  it  not? 

Mr.  Levinson:  The  United  States  is  not  contributing  much  to  the  Colombo 
Plan. 

Hon.  Mr.  Lambert:  Why? 

Mr.  Levinson:  It  is  using  such  agents  as  the  Import  Export  Bank,  and 
they  have  their  own  four-point  program,  et  cetera.  One  of  the  reasons  I 
suspect  they  are  doing  this  is  because  they  have  greater  control  over  them. 

Hon.  Mr.  Haig:  You  suggested  India  should  have  got  more  money  out  of 
the  government.  They  have  bloc  sterling  to  the  extent  of  millions  of  pounds. 
Why  do  they  not  release  that?  They  will  hold  this  capital  until  it  gets  valuable; 
and  in  the  meantime  they  get  it  for  nothing.  Every  time  we  give  them  25 
million  under  the  Colombo  Plan,  let  them  give  us  the  sterling — and  they  are 
not  doing  it. 

Mr.  Levinson:  One  of  the  reasons  is  that  the  bloc  sterling  is  hardly 
utilizable  in  the  dollar  area  and  they  can’t  get  the  goods. 

Hon.  Mr.  Haig:  Let  them  give  it  up. 

Mr.  Levinson:  Well,  that  is  a  possibility. 

Hon.  Mr.  Haig:  Your  plan  does  not  suggest  that. 

Mr.  Levinson:  Well,  there  are  a  lot  of  things,  senator,  we  have  not 
suggested;  that  is  the  point. 

Hon.  Mr.  Haig:  You  suggested  one  other  thing,  that  a  committee  be  sent 
up  to  advise  the  government.  The  people  elected  in  Canada  are  the  people 
that  should  advise  the  government,  and  nobody  else;  the  House  of  Commons 
should  tell  the  government  what  to  spend.  Confederation  says  they  are  the 
people  to  do  it. 

Mr.  Levinson:  Well,  I  would  not  disagree  that  the  elected  representatives 
of  the  people  are  the  ones  who  should  make  the  budgetary  allocations,  and  the 
committee  we  are  suggesting  is  not  that  kind  of  committee,  in  terms  of  money, 
but  a  consultative  committee,  an  advisory  committee;  and  one  of  the  major 
functions  of  that  committee  would  be  to  interpret  the  effect  of  NATO  action, 
in  one  of  their  sections,  such  as  the  labour  forum,  etc.,  and  I  think  they  are  in 
as  good  a  position  if  not  better  than  many  people  to  interpret  the  effects  of 
any  provisional  move  in  NATO  as  it  relates  to  their  own  people.  I  think  that 
is  a  perfectly  valid  point. 

Hon.  Mr.  Haig:  They  should  be  the  people  who  have  the  right  to  elect 
their  representatives  to  the  Commons  at  the  next  election. 
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Mr.  Mosher:  One  of  our  reasons  for  suggesting  one  of  these  committees 
is  because  we  found  out  how  really  valuable  they  have.  been.  They  were 
valuable  during  the  war  when  we  had  our  selective  service  advisory  committee, 
composed  of  people  in  all  walks  of  life.  We  found  them  advisable  with  respect 
to  the  administration  of  the  national  employment  funds;  and  the  government 
has  found  them  very  valuable  assistance  to  have  on  the  special  committee — 
representatives  of  the  various  organizations  on  the  committee. 

Hon.  Mr.  Haig:  Not  advising  people  how  to  spend  money.  A  Royal 
Commission  just  recently  spent  a  large  amount  of  its  time  telling  people  we 
should  spend  money,  but  they  did  not  tell  us  how  the  money  was  to  be  raised. 
The  members  of  the  House  of  Commons  will  soon  be  going  back  to  the  people, 
and  the  people  may  have  something  to  say  as  to  how  much  money  they  shall 
spend. 

Mr.  Mosher:  I  don’t  think  they  will. 

Mr.  Levinson:  I  am  not  an  authority  on  the  great  monetary  functions  of 
the  committee,  but  for  example,  if  as  a  result  of  NATO  liberalization  of  trade 
a  particular  section  or  industry  was  affected,  now  you  can  see  the  big  effect 
on  the  people  of  that  industry.  Let  us  say  those  who  are  represented  by  the 
Canadian  Congress  of  Labour.  Is  it  not  worth  consideration  at  least  to  suggest 
that  before  these  measures  which  do  affect  our  people  are  put  into  effect  as  it 
relates  to  NATO — that  we  should  have  somebody  in  an  advisory  capacity,  some 
machinery,  to  say  whether  they  will  be  affected  this  way?  One  further  point. 
If  this  is  not  done,  I  want  to  suggest,  and  I  submit,,  senator,  that  if  there  is  no 
consultation  there  is  a  possibility  that  one  will  run  into  the  kind  of  political 
reaction  to  attempt  to  liberalize  trade  that  would  invalidate  any  possibility  of 
putting  it  into  effect. 

Hon.  Mr.  Lambert:  We  have  run  into  that  right  away,  I  am  afraid. 

Hon.  Mr.  Haig:  In  the  United  States  they  have  people  at  Washington 
advocating  that  tariffs  be  put  on  zinc;  and  they  have  people  there  that  say 
that.  In  my  experience  as  an  elected  member  for  many  years,  I  am  a  little 
keener  than  anybody  else  to  see  that  the  people  in  my  district  get  a  fair  deal, 
and  I  am  a  better  judge  of  it  than  anybody  else,  and  they  think  so  because 
they  sent  me  there.  Don’t  you  think  that  a  man  from  the  city  of  Toronto  or 
the  city  of  Montreal  would  be  keener  on  seeing  his  own  people  were  not 
unemployed  than  anybody  else  could  be?  In  my  experience,  I  think  he  would. 

Mr.  Levinson:  I  am  not  proposing  in  this  kind  of  suggestion  that  we 
abrogate  in  any  sense  the  functions  of  parliament. 

Hon.  Mr.  Haig:  But  that  is  the  effect  on  it. 

Mr.  Levinson:  Oh,  no,  I  disagree  completely.  If  in  a  particular  area  a 
committee  is  consulted  for  Its  specialized  knowledge — a  parliamentary  com¬ 
mittee,  one  might  suggest  that  if  you  are  correct  we  are  taking  away  the 
functions  of  parliament.  I  would  disagree  with  that  completely.  I  think  there 
is  room — 

Hon.  Mr.  Horner:  Your  recommendation  on  immigration  is  of  no  value 
whatever,  because  you  hold  a  threat  over  the  government.  You  specify  that 
no  labour  shall  be  displaced,  and  if  it  is  the  government  must  find  work  for 
the  men.  In  other  words,  you  would  have  them  paid  for  doing  nothing  if 
the  work  was  not  available.  You  hold  that  threat  over  the  government. 

Mr.  Levinson:  I  see  nothing  in  this  brief,  senator,  that  suggests  that  point. 
What  we  do  suggest  is  that  as  a  result  of  more  imports,  let  us  say,  liberalization 
of  trade  takes  place  in  Canada,  then  we  feel  there  is  a  positive  obligation  on 
the  Canadian  government  to  alleviate  those  workers;  that  is  the  point. 

Hon.  Mr.  Horner:  But  you  speak  of  immigration — 
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Mr.  Levinson:  We  say  we  advocate  long  term  and  a  high  level  of  immigra¬ 
tion  as  long  as  it  is  planned. 

Hon.  Mr.  Campbell:  There  is  one  question  I  would  like  to  have  the  witness 
comment  on.  There  is  a  good  deal  of  theory  in  this  brief.  I  think  it  has  been 
well  presented  in  every  way,  but  I  was  a  little  disappointed  that  there  was 
not  some  suggestion  as  to  how  we  are  going  to  meet  competition  from  other 
markets.  Now,  take  the  importation  of  goods  from  Germany,  England,  and 
many  other  markets,  that  is  beginning  to  have  an  effect  on  the  market  in 
England,  and  in  particular  the  Germans  have  been  reaching  out  and  getting 
markets,  opening  their  markets  again,  very  successfully.  The  Japanese  have 
their  eyes  on  the  markets  of  Canada  again.  And  I  was  wondering  if  the 
congress  had  given  any  study  to  that  particular  question  as  to  how  we  can 
keep  our  manufactured  costs  at  a  competitive  level  with  these  other  countries. 

Mr.  Levinson:  Well,  perhaps  Mr.  Mosher  would  like  to  comment  on  that. 
We  certainly  have  attempted  to  co-operate  through  labour  management  com¬ 
mittees  to  maintain  the  efficiency  of  Canadian  industries. 

Hon.  Mr.  Horner:  Might  I  suggest  that  when  you  spoke  of  industrializing 
those  countries,  might  that  not  be  a  dangerous  step  until  we  find  out  upon  what 
foundation  their  economy  is  based? 

Mr.  Mosher:  I  do  not  think  the  danger  is  half  as  great  as  you  say  it  is. 
If  I  were  to  undertake  to  tell  the  honourable  gentlemen  how  I  think  we  are 
going  to  meet  the  competition,  I  am  sure  you  would  not  wholly  agree  with  me. 
I  say  first  of  all  that  we  must  have  greater  economy  planning  and  more 
efficiency  in  industry;  and  that  does  not  come  about  readily  by  a  good  propor¬ 
tion  of  the  huge  corporations  and  financial  interests  who  are  today  operating 
Canadian  industry. 

Hon.  Mr.  Lambert:  Mr.  Chairman,  this  discussion,  preceded  by  the  very 
excellent  brief,  has  produced  a  most  involved  and  complicated  argument.  I 
have  not  sat  in  on  a  meeting  like  this  since  I  was  at  the  United  Nations 
in  1947;  there  I  was  awakened  to  this  kind  of  discussion. 

I  am  wondering,  at  this  late  hour,  whether  there  is  anything  to  be  gained 
by  sitting  later  today.  Unfortunately,  we  do  not  have  much  time  left  at  this 
session  to  discuss  anything.  This  brief  has  raised  so  many  questions  that  we 
could  argue  all  day  long  on  it,  and  I  do  not  know  whether  we  would  reach 
any  satisfactory  conclusions. 

Mr.  Mosher:  May  I  say,  Mr.  Chairman,  and  gentlemen,  we  will  be  at 
your  service  at  any  future  time  which  you  think  we  could  come  and  clarify 
some  of  our  suggestions,  or  be  of  any  help  to  you  or  the  government.  While 
you  may  not  agree  with  us,  we  will  be  glad  to  come  back  and  talk  to  you 
at  any  time. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  before  we  go  may  I  say  we  are  not 
approaching  this  subject  in  weakness;  we  are  the  best  traders  in  the  world, 
and  we  are  on  the  top  as  far  as  world  trade  is  concerned.  We  are  proud  of 
our  trade  position. 

Mr.  Levinson:  That  is  very  true,  Senator  Kinley,  and  that  is  why  the 
brief  concentrated  in  part  on  the  strong  helping  the  weak. 

The  Chairman:  Honourable  senators,  that  concludes  the  meetings  of  the 
committee  for  this  session. 

The  Committee  adjourned  to  the  call  of  the  Chair. 


CANADIAN  TRADE  RELATIONS 


247 


Thursday,  May  7,  1953. 

REPORT  OF  THE  COMMITTEE 

The  Standing  Committee  on  Canadian  Trade  Relations  beg  leave  to  report 
as  follows: 

1.  Pursuant  to  the  order  of  reference  dated  February  26th  last  whereby 
your  Committee  was  authorized  to  enquire  into  and  report  on  the  most 
practical  steps  to  further  implementation  of  Article  2  of  the  North  Atlantic 
Treaty,  your  Committee  has  heard  submissions  from  eleven  leading  com¬ 
mercial,  industrial,  and  labour  organizations. 

2.  Through  the  presentations  made  by  these  groups  your  Committee  has 
become  increasingly  aware  of  the  great  interest  being  shown  by  various 
groups  within  this  country,  as  well  as  without,  in  order  to  eliminate  conflict 
in  the  international  economic  policies  of  member  countries  in  this  North 
Atlantic  alliance. 

3.  Your  Committee  realized  from  the  beginning  of  this  undertaking  that 
there  would  be  insufficient  time  during  the  present  sitting  of  Parliament  to 
hear  all  those  who  wished  to  present  views  on  this  matter.  There  are  many 
additional  groups  who  have  expressed  a  desire  to  appear  before  it.  For  this 
reason  it  has  not  been  possible  to  complete  findings  and  submit  a  report  at 
this  time. 

4.  Your  Committee  therefore  expresses  the  hope  that  at  the  earliest 
possible  date  during  the  next  Session  of  Parliament  your  Canadian  Trade 
Relations  Committee  be  authorized  to  continue  its  work  under  the  present 
order  of  reference.  The  great  interest  being  shown  by  both  national  and 
international  organizations  in  this  important  matter  emphasizes  the  necessity 
of  reaching  conclusions  from  which  may  emerge  constructive  ideas  for  closer 
economic  collaboration  among  signatories  of  the  North  Atlantic  Treaty. 

5.  Your  Committee  also  recommends  that  if  the  present  work  of  the 
Canadian  Trade  Relations  Committee  is  resumed  during  the  next  Session  of 
Parliament,  it  be  authorized  to  retain  an  economic  consultant  or  other  qualified 
person  or  persons  to  assist  it  in  further  enquiries  and  review  the  submissions 
and  recommendations  presented  in  order  to  achieve  the  greatest  possible 
results  from  the  work  already  accomplished. 

All  which  is  respectfully  submitted. 


A.  NEIL  MCLEAN, 
v  Chairman. 
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APPENDIX  E 

Restrictions,  by  Continents,  on  Importation  of  Spirits  from  Canada 
NORTH  AMERICA 

Greenland  (Denmark)  .—No  restrictions. 

Mexico. — No  restrictions. 

CENTRAL  AMERICA 

Costa  Rica. — No  restrictions 
Guatemala. — No  restrictions. 

Honduras  (Spanish). — No  restrictions. 

Honduras  (British). — Importations  permitted  under  British  West  Indies 

Liberalization  Plan  (B.W.I.L.P.) .  (See  page  A-2). 

Nicaragua. — No  restrictions. 

Panama. — No  restrictions. 

Salvador. — No  restrictions. 

WEST  INDIES 

Antigua  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Bahamas  (U.K.). — Importations  permitted  under  BW.I.L.P.  and  special 
import  permits  granted  periodically  to  take  care  of  tourist  trade. 

Barbados  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Bermuda  (U.K.). — No  restrictions. 

Dominica  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Grenada  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Jamaica  (U.K.). — Importations  permitted  under  B.W.I.L.P.  and  hotels 
catering  to  the  tourist  trade  are  granted  special  permits  for  small  quantities. 
Montserrat  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

St.  Kitts  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

St.  Lucia  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

St.  Vincent  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Trinidad  (U.K.). — Importations  permitted  under  B.W.I.L.P. 

Turks  Island  (U.K.). — No  restrictions. 

Cuba. — No  restrictions. 

Netherlands  Antilles. — No  restrictions. 

Dominican  Republic. — No  restrictions. 

Haiti. — No  restrictions. 

Puerto  Rico  (U.S.). — No  restrictions. 

Virgin  Islands  (U.S.). — No  restrictions. 

French  Antilles. — No  restrictions. 

British  West  Indies  Liberalization  Plan. — Under  this  Plan  Canadian  firms 
who  have  exported  to  the  B.W.I.  Colonies  for  the  years  1946,  1947  and  1948 
are  permitted  to  apply  to  The  Department  of  Trade  and  Commerce  for  an 
allocation  of  40  per  cent  of  the  average  F.O.B.  factory  value  of  their  own 
shipments  in  those  years  for  each  colony. 
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SOUTH  AMERICA 

Argentina. — Licences  for  importation  of  Canadian  Whisky  have  not  been 
granted  since  June,  1947. 

Bolivia.— Only  occasional  permits  for  small  quantities  granted  due  to 
exchange  restrictions. 

Brazil. — No  permits  granted  due  to  exchange  restrictions. 

Chile. — Effective  November  4,  1952,  no  permits  granted  for  luxury  items, 
including  whisky. 

Colombia. — Import  permits  are  severely  restricted  due  to  exchange  restric¬ 
tions. 

Ecuador. — Import  permits  are  severely  restricted  controlled  by  State  Liquor 
Monopoly. 

Paraguay. — No  permits  granted  due  to  exchange  restrictions. 

Peru. — Permits  for  small  quantities  issued  at  intervals  by  Government 
Liquor  Monopoly. 

Uruguay. — No  permits  granted  due  to  exchange  restrictions. 

Venezuela. — No  restrictions — This  is  the  only  free  market  in  S.A. 

British  Guiana. — Importations  permitted  under  B.W.I.L.P. 

Surinam  (Dutch  Guiana). — October  9,  1952,  Government  lifted  the  prohibi¬ 
tion  on  the  import  of  whiskies. 

EUROPE 

Austria. — Our  Austrian  agents  are  shippers  of  Austrian  wines  to  the 
U.S.A.  and  the  Austrian  Government  allows  them  some  compensation  for  the 
importation  into  Austria  of  our  whiskies  from  Canada. 

Finland. — The  Finnish  authorities  will  grant  compensation  to  Canadian 
distillers  placing  orders  for  certain  goods,  i.e.  Finnish  liqueurs  and  ceramic 
ware,  to  be  sold  in  Canada  or  the  U.S.A.  However  there  is  no  market  in 
Canada  so  we  have  been  unable  to  sell  to  Finland  for  years. 

Germany. — The  West  German  Government  allows  import  permits  to  the 
agents  of  Canadian  whiskies  exhibited  at  various  trade  fairs  in  Germany  on 
the  basis  of  the  dollars  spent  by  us  for  exhibit. 

Gibraltar  (U.K.). — Import  permits  are  not  granted  for  the  domestic 
trade. 

Republic  of  Ireland. — The  authorities  issue  licences  for  the  importation 
of  small  quantities  of  Canadian  Whisky  from  time  to  time. 

Yugoslavia. — Private  trading  is  not  possible. 

Malta  (U.K.). — Import  permits  are  not  granted  for  the  domestic  trade. 

Spain. — We  recently  suggested  to  the  Spanish  authorities  that  we  would 
exhibit  at  the  Madrid  Spring  Fair  if  they  granted  us  an  import  permit  in 
compensation.  The  reply  was  to  the  effect  that  no  import  permits  can  be 
made  available  to  Canada. 

Sweden. — After  prolonged  negotiations,  the  Swedish  Government  agreed 
to  grant  us  compensation  for  our  whiskies  against  the  purchase  of  wood  tops 
used  for  corks  on  a  25  per  cent  basis  which  allowed  us  to  make  a  sale.  This 
procedure  is  so  cumbersome,  time  consuming  and  expensive  as  to  make  it 
hardly  worthwhile.  In  fact  when  we  started  negotiations  we  understood 
that  the  compensation  would  be  on  a  50  per  cent  basis.  This  was  reduced 
to  33  1/3  per  cent  and  then  to  25  per  cent  which  included  freight  to  Sweden 
so  that  our  actual  basis  of  compensation  worked  out  at  18  per  cent.  In 
other  words  by  buying  $100  worth  of  corks  from  Sweden  we  could  get  $18 
worth  of  our  whisky  into  Sweden. 
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Switzerland. — There  are  no  restrictions  on  the  importation  of  Canadian 
Whisky  into  this  market. 

Trade  with  Poland,  Czechoslovakia,  Hungary,  Rumania,  Bulgaria  and  the 
U.S.S.R.  is  not  possible  for  obvious  reasons. 

AFRICA 

Belgian  Congo. — No  Canadian  Whisky  has  been  imported  into  the  Belgian 
Congo  due  to  the  fact  that  remaining  stocks  from  wartime  orders  (when  the 
territory  was  full  of  foreign  technicians)  are  sufficient  for  the  very  small 
demand. 

British  East  Africa  (Kenya,  Tanganikya,  Uganda). — Since  the  war  there 
have  been  no  import  licences  for  Canadian  Whisky  into  Kenya,  Tanganikya 
and  Uganda.  Our  agents  are  continually  asking  for  import  licences  but  are 
advised  that  no  dollars  are  available. 

British  West  Africa  (Nigeria,  Gold  Coast,  Sierra  Leone,  Gambia). — No 
permits  whatsoever  are  available  for  the  importation  of  Canadian  Whisky  on 
the  grounds  that  dollars  are  not  available. 

Anglo -Egyptian  Sudan. — No  import  licences  have  been  granted  for  a 
number  of  years  owing  to  the  lack  of  dollar  earnings. 

Egypt. — No  Canadian  Whisky  has  been  imported  for  the  domestic  market 
for  some  time  (even  Scotch  Whisky  has  not  been  imported  since  last  October), 
but  we  have  just  heard  from  our  agents  that  there  is  a  possibility  that  the 
Egyptian  Government  will  make  currency  available  ex  the  cotton  earnings 
and  our  agents  are  presenting  pro  forma  invoice  with  a  request  for  import 
permit. 

Ethiopia  (including  Eritrea)  .—Importers  are  allowed  to  import  dollar  goods 
when  they  can  obtain  the  necessary  dollars  on  the  local  market.  There  are 
no  restrictions  on  the  importation  of  whisky  except  for  the  serious  shortage 
of  dollars. 

Tangier. — Our  agents  are  able  to  import  their  requirements  of  Canadian 
Whisky. 

French  Morocco. — Customers  are  now  able  to  obtain  fair  supples  of  Cana¬ 
dian  Whiskies  for  the  domestic  trade. 

Algeria  and  Tunisia  (French) . — Our  French  agents  supply  small  quantities 
to  these  markets. 

Liberia. — There  are  no  restrictions  on  the  importation  of  Canadian  Whisky 
into  Liberia.  Imports  are  mostly  made  by  American  Companies  with  branches 
in  Liberia. 

Nyasaland  (U.K.). — For  a  year  or  two  after  the  war  dollars  were  made 
available  but  for  the  last  four  years  the  authorities  have  made  no  dollars 
available  for  the  purchase  of  whisky. 

Somaliland,  French. — Importers  are  able  to  obtain  currency  for  their 
requirements  of  Canadian  Whisky. 

Somaliland,  British. — No  import  licences  are  granted  because  there  are 
no  dollar  earnings. 

Rhodesia,  Northern  and  Southern  (UK.). — No  import  permits  for  Cana¬ 
dian  Whisky  have  been  granted  by  the  authorities  in  these  territories  since 
1947  on  the  grounds  that  dollars  are  not  available. 

South  Africa  (U.K.).— In  1948,  the  South  African  Government  found  it 
necessary  to  restrict  severely  the  importation  of  goods,  such  as  whisky,  from 
all  sources,  even  where  payment  in  sterling  was  possible.  Two  years  ago 
they  made  limited  import  permits  available  with  the  ruling  that  if  the  permit 
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was  utilized  for  hard  currency  goods  it  should  be  cut  by  50  per  cent,  i.e. 
£100  worth  of  import  permit  issued  for  Scotch  Whisky  would  purchase  only 
the  equivalent  of  £50  worth  of  Canadian  Whisky.  This  year,  the  authorities 
refused  to  allow  the  conversion  of  sterling  import  licences  into  dollars,  even 
at  the  reduced  rate.  Our  agents  and  the  Canadian  Government  Trade  Com¬ 
missioner  in  Johannesburg  are  endeavouring  to  have  the  authorities  alter  the 
regulation  for  import  permits  granted  during  the  second  half  of  the  year. 

Tripolitania. — Our  agents  are  applying  for  an  import  permit  for  the 
domestic  trade. 

Mozambique  (Portuguese  East  Africa). 

Angola. — The  importation  of  alcoholic  drinks  of  non-Portuguese  origin 
into  these  markets  is  strictly  controlled  and  the  only  permits  issued  are  small 
ones  for  Scotch  Whisky  and  Gin  paid  for  in  sterling. 

ASIA 

Aden  (U.K.). — Permits '  for  Canadian  Whisky  are  not  granted,  on  the 
grounds  that  dollar  currency  is  not  available. 

Afghanistan. — No  dollars  are  available. 

Arabia. — King  Ibn  Saud  recently  imposed  an  absolute  prohibition  on 
alcohol,  even  for  diplomats  and  foreign  employees  in  the  oil  fields. 

Burma. — Just  after  the  war,  we  were  allowed  a  small  token  import  of 
Canadian  Whisky.  Since  Burma  became  independent  it  has  not  been  possible 
to  obtain  any  import  licenses  owing  to  dollar  shortage. 

Ceylon. — After  Ceylon  was  granted  Dominion  status  in  1948,  the  author¬ 
ities  issued  small  permits  for  the  importation  of  Canadian  Whisky  and  made 
dollar  currency  available.  In  January,  1953,  the  Ceylon  authorities  ruled  that 
no  further  licences  could  be  issued  for  Whisky  from  Canada.  The  importation 
of  beer  will  be  permitted,  however,  and  the  question  of  whisky  will  be  reviewed 
in  May,  1953.  We  have  complained  to  The  Department  of  Trade  and  Commerce, 
Ottawa,  against  this  discrimination  against  Canadian  Whisky. 

Cyprus  (U.K.). — No  import  permits  have  been  granted  since  the  war  for 
Canadian  Whisky  owing  to  lack  of  dollars. 

French  Indo-China. — No  import  permits  available. 

Goa  (Portuguese  India). — Dollar  currency  is  not  made  available  for  the 
importation  of  Whiskies. 

India. — No  import  permits  have  been  granted  for  Canadian  Whisky  since 
the  war.  Many  parts  of  India  have  prohibition  and  Europeans  are  on  a  small 
ration. 

Indonesia  (formerly  Dutch  East  Indies). — No  permits  available. 

Iran  (Persia). — Total  prohibition  is  in  force  for  the  inhabitants  of  Iran. 

Iraq  (Mesopotamia)  —No  permits  have  been  made  available  for  over  five 
years  on  the  grounds  that  dollar  currency  is  not  available. 

Israel. — This  country  is  desperately  short  of  all  currencies.  Our  agents 
have  just  submitted  a  pro  forma  invoice  with  request  for  an  import  permit 
for  a  moderate  sum. 

Jordan. — No  permits  are  granted  for  Canadian  Whisky  for  the  domestic 
trade  as  dollars  are  not  available.  (Jordan  absolutely  depends  on  the  United 
Kingdom  for  any  dollar  currency.) 

Pakistan. — Dollars  are  not  available  for  importations  for  the  domestic 
trade. 
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Singapore  and  Malaya  (U.K.). — Imports  of  Canadian  Whisky  are  allowed 
but  currency  is  not  made  available  by  Malaya.  Payment  is  made  from  Hong 
Kong. 

Syria. — In  November  last  year  the  Ministry  of  National  Economy  in 
Syria  issued  a  decree  prohibiting  the  importation  of  all  alcoholic  beverages. 
Previous  to  this,  permits  were  granted  for  Canadian  Whiskies. 

Lebanon. — No  restrictions. 

Thailand  (Siam). — Canadian  Whisky  is  allowed  into  ^Thailand.  The 
agents  have  to  pay  with  dollars  purchased  on  the  free  market  at  a  high  rate. 

Japan. — Only  limited  permits  granted  for  imports  of  spirits  for  civilian 
consumption. 

Hong  Kong  (U.K.). — No  restrictions. 

Philippine  Republic. — No  permits  granted  for  2  years  due  to  exchange 
restrictions. 

China. — No  trading  allowed. 

Korea. — No  commercial  trading  allowed. 

Taiwan  or  Formosa. — Limited  purchases  made  by  government  wine 
monopoly. 

AUSTRALASIA 

Australia. — No  permits  granted  since  1944. 

New  Zealand. — No  permits  granted  due  to  exchange  restrictions. 

Samoa  (U.K.). — No  permits  granted  due  to  exchange  restrictions. 

Tahiti  (French). — No  permits  due  to  exchange  restrictions. 

Guam. — No  restrictions. 

Fiji  (U.K.). — No  permits  granted  due  to  exchange  restrictions. 

Note:  Military  Forces  and  Members  of  the  Diplomatic  Corps  on  duty  in 
countries  other  than  their  own  who  have  dollars  available  are  allowed  to 
import  spirits  from  Canada  for  their  own  consumption  and  are  not  subject  to 
restrictions  in  force  in  any  of  the  above  markets. 


1953  -  54 


THE  SENATE  OF  CANADA 


Proceedings  of  the 


STANDING  COMMITTEE  ON 


CANADIAN  TRADE  RELATIONS 


in  respect  to  the  inquiry  into  what,  in  their  opinion,  might  be 
the  most  practical  steps  to  further  implement  Article  2 
of  the  North  Atlantic  Treaty. 


No.  3 


WEDNESDAY,  MAY  12,  1954 


The  Honourable  A.  N.  Me 


The  Canadian  Exporters’  Association: 
Mr.  S.  A.  MacKay-Smith,  President. 
Mr.  G.  H.  MacDougall,  Vice  President. 
Mr.  R.  B.  Spiro,  Director. 

Mr.  O.  B.  Brown,  Director. 

Mr.  J.  H.  Ferrie,  Director. 


88041—1 


EDMOND  CLOUTIER,  C.M.G.,  O.A.,  D.S.P. 
QUEEN’S  PRINTER  AND  CONTROLLER  OF  STATIONERY 
OTTAWA,  1954. 


CANADIAN  TRADE  RELATIONS 


The  Honourable  A.  N.  McLean,  Chairman 
The  Honourable  Senators 


Baird 

Duffus 

MacKinnon 

Bishop 

Euler 

McDonald 

Blais 

Fraser 

McKeen 

Buchanan 

Gouin 

McLean 

Burcliill 

*Haig 

Nicol 

Campbell 

Hawkins 

Paterson 

Crerar 

Howard 

Petten 

Daigle 

Kinley 

Pirie 

Davies 

Lambert 

Turgeon 

Dessureault 

^Macdonald 

V  aillancourt —  ( 28 ) 

*  ex  officio  member. 
35  Members. 


(Quorum  7) 


ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Tuesday,  February 
23,  1954:  — 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically 
between  the  countries  who  are  signatories  to  the  North  Atlantic 
Treaty,  can  be  co-ordinated  with  the  trade  policies  of  other  countries 
of  the  free  world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty 
whereby  “The  Parties  agree  that  an  armed  attack  against  one  or 
more  of  them  in  Europe  or  North  America  shall  be  considered  an 
attack  against  them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or 
individuals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry.” 

L.  C.  MOYER, 

Clerk  of  the  Senate. 
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Wednesday,  May  12,  1954. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  11.00  a.m. 

Present:  The  Honourable  Senators  McLean,  Chairman,  Burchill,  Campbell, 
Daigle,  Davies,  Euler,  Gouin,  Kinley,  MacKinnon,  McDonald,  Nicol,  Pirie  and 
Turgeon. — 13. 

In  attendance:  the  official  reporters  of  the  Senate. 

Consideration  of  the  Order  of  Reference  of  February  23,  1954,  was  resumed. 

The  following  representatives  of  the  Canadian  Exporters’  Association  were 

heard:  — 

Mr.  S.  A.  MacKay-Smith,  President. 

Mr.  G.  H.  MacDougall,  Vice-President. 

Mr.  R.  B.  Spiro,  Director. 

Mr.  O.  B.  Brown,  Director. 

Mr.  J.  H.  Ferrie,  Director. 

Further  consideration  of  the  Order  of  Reference  was  postponed. 

At  12.30  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

John  A.  Hinds, 

Assistant  Chief  Clerk  of  Committees. 


53 


MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Wednesday,  May  12,  1954. 

The  Standing  Committee  on  Canadian  Trade  Relations,  which  was 
empowered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries  of 
the  free  world,  met  this  day  at  11  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  we  will  call  the  meeting  to  order. 
I  do  not  think  it  necessary  to  read  the  order  of  reference  under  which  this 
committee  holds  its  meetings.  We  are  all  familiar  with  it  and  I  am  sure  the 
gentlemen  who  are  appearing  before  us  today  would  not  be  here  if  they  had 
not  read  it. 

We  are  fortunate  in  having  with  us  this  morning  representatives  of  the 
Canadian  Exporters’  Association,  an  association  well  known  throughout  Canada 
for  the  excellent  work  it  has  done  in  promoting  the  sale  of  Canadian  products 
in  many  parts  of  the  world.  It  has  put  forward  constant  efforts  to  eliminate 
trade  barriers,  not  only  between  NATO  countries,  but  between  other  countries 
of  the  free  world.  The  members  of  the  delegation  before  us  are,  Mr.  S.  A. 
MacKay-Smith,  President  of  the  Canadian  Exporters’  Association;  G.  H. 
MacDougall,  Vice-President  of  CEA,  Export  Sales  Manager,  Shawinigan 
Chemicals  Ltd.,  Montreal;  R.  B.  Spiro,  Director  o|  CEA,  Export  Manager,  The 
Coleman  Lamp  &  Stove  Co.  Ltd.,  Toronto;  O.  B.  Brown,  Director  of  CEA, 
Export  Manager,  Beatty  Bros.  Limited,  Fergus,  Ontario;  and  J.  H.  Ferrie, 
Director  of  CEA,  Vice-President,  Canadian  Bronze  Powder  Works  Ltd., 
Montreal. 

I  understand  that  the  President  of  the  Association,  Mr.  MacKay-Smith, 
will  present  the  brief  to  us;  and  after  he  is  finished,  there  will  be  a  question 
period.  I  think  the  better  plan  is  to  allow  each  senator  an  opportunity  to  ask 
a  series  of  questions  to  clarify  any  points  he  has  in  mind,  and  in  that  way  go 
around  each  member  of  the  committee. 

I  shall  now  call  on  Mr.  MacKay-Smith  to  present  his  brief. 

Mr.  S.  A.  MacKay-Smith,  President  of  the  Canadian  Exporters’  Associa¬ 
tion:  Honourable  senators, 

The  .Canadian  Exporters’  Association  is  vitally  concerned  with  the  develop¬ 
ment  of  Canada’s  international  trade.  The  association  was  formed  in  1943 
by  a  group  of  companies  interested  in  selling  abroad  who  saw  the  necessity 
of  an  Association  whose  sole  aim  and  purpose  would  be  the  promotion  of 
export  trade,  and  today  has  a  membership  of  over  350  firms  engaged  in 
exporting. 

The  Association  is  regarded  as  the  exporters’  clearing  house;  the  entire 
exporting  community  shares  in  the  results  of  the  Association’s  program  and 
individual  members  benefit  directly  from  the  many  Canadian  Exporters’ 
Association  services  as  well  as  from  participation  in  activities  and  exchange 
of  views  with  other  members.  As  a  matter  of  national  interest  many  others 
also  contribute  to  the  work  of  the  Association  in  support  of  Canada’s  Foreign 
Trade  Policies. 
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The  Association  is  a  non-profit,  non-political  organization  and  is  supported 
by  members  from  all  Provinces.  The  Board  of  Directors  and  Committees  are 
made  up  of  Association  members. 

On  matters  of  international  trade,  the  C.E.A.  works  in  close  harmony  with 
the  Department  of  Trade  and  Commerce  in  Ottawa,  and  with  the  Department’s 
far-flung  Trade  Commissioner  Service.  It  also  has  close  working  relations 
with  other  Federal  Government  Departments  whose  responsibility  is  to  develop 
and  maintain  Canada’s  foreign  International  Trade. 

It  is  recognized  by  the  Association  that  an  important  part  of  the  foundation 
for  Canadian  export  business  is  a  sound  domestic  manufacturing  industry.  This 
industry  is  entitled  to  prompt  and  effective  enforcement  of  Canadian  Laws 
on  Customs  and  Dumping  Duties.  It  is,  furthermore,  the  view  of  the  Association 
that  the  Canadian  Government,  while  living  up  to  its  obligations  under  inter¬ 
national  trade  treaties,  should  actively  protest  infringements  of  such  treaties  by 
other  countries,  where  such  infringements  create  obstacles  for  Canadian 
exports. 

The  Canadian  Exporters’  Association,  therefore,  finds  itself  in  entire  agree¬ 
ment  with  some  of  the  recommendations  already  submitted  to  the  Senate 
Committee  by  other  bodies  emphasizing  the  importance  of  measures  proposed 
to  adjust  international  tariff  barriers,  to  ease  monetary  restrictions,  to  hasten 
the  advance  towards  the  ultimate  convertibility  of  currency,  and  to  eliminate  as 
far  as  possible  tiresome  customs  regulations  which  create  an  intangible  but, 
nevertheless,  formidable  obstacle  to  freer  international  trade. 

Many  of  the  recommendations  that  have  already  been  proposed  are  good 
and,  if  adopted,  can  advance  very  materially  the  prosperity  not  only  of  Canada, 
but  of  all  those  countries  participating  in  international  trade. 

However,  the  Canadian  Exporters’  Association  has  felt  it  important  in 
preparing  this  brief  to  concentrate  its  recommendations  on  certain  specific 
points  to  which  immediate  attention  can  and  should  be  given  and  which,  in 
the  opinion  of  the  Association,  can  help  to  achieve  two  very  valuable  results: 

(1)  Measures  recommended  to  improve  International  Trade 

The  adoption  of  certain  measures  recommended  to  improve  inter¬ 
national  trade  would  give  Canada  the  opportunity  to  play  a  leading 
part  in  the  freeing  of  international  trade  from  its  present  restraints 
and  restrictions. 

Moreover,  the  example  of  Canada’s  leadership  would  react  favour¬ 
ably  on  other  important  trading  countries  and  would  thereby  give  a 
stimulus  to  them  to  adopt  similar  measures. 

(2)  Measures  recommended  to  benefit  Canada's  Export  Trade 

The  adoption  of  measures  recommended  to  benefit  directly  Canada’s 
export  trade  would  focus  the  attention  of  the  Canadian  public  on  the 
vital  importance  to  Canada  of  maintaining  her  export  business  and 
would  give  invaluable  encouragement  to  the  many  Canadian  firms 
endeavouring  under  very  difficult  conditions  to  maintain  their  present 
export  connections  and  business. 

Our  recommendations  and  suggestions  will  therefore  deal  with  two  specific 
categories: 

(a)  Conditions  and  suggestions  which  in  our  opinion  would  have 
a  favourable  bearing  on  world-wide  international  trade  as  a  whole  and 
thus  would  affect  Canada’s  trade  relations  indirectly; 

(b)  Conditions  and  suggestions  which  in  our  opinion  would  be 
directly  beneficial  to  Canada’s  external  trade. 
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(A)  Measures  Recommended  to  Improve  International  Trade  as  a  Whole 

1.  Currency  Convertibility  and  Import  Controls 

It  has  been  recognized  and  said  only  too  often  that  the  shortage  of  free 
exchange  in  the  hands  of  many  countries  is  the  greatest  single  difficulty  in  the 
further  development  of  foreign  trade  and  it  is  this  exchange  shortage,  mostly 
in  dollars,  which  in  the  main  perpetuates  the  import  controls,  quantitative 
restrictions  and  other  schemes  which  form  the  real  barrier  against  the  inter¬ 
national  movement  of  goods. 

Sterling  is,  without  a  doubt,  the  currency  in  which  a  very  substantial 
portion  of  international  transactions  is  cleared  and,  therefore,  we  feel  that  any 
assistance  which  would  make  it  possible  for  the  United  Kingdom,  the  sterling 
area  and  other  allied  countries  to  reduce  or  abolish  their  import  controls  and 
soon  to  make  sterling  internationally  convertible  would  be  most  helpful  to  all 
trading  countries. 

Most  countries  in  the  sterling  area  claim  that  any  large  scale  increase  in 
the  importation  of  Canadian  goods  would  have  severe  effects  on  their  balance 
of  payment  position.  While  some  of  these  claims  are  at  times  exaggerated,  the 
fact  remains  that  many  soft  currency  countries  are  not  prepared  to  substan¬ 
tially  enlarge  purchases  from  Canada. 

We  suggest  that  Canada  should  be  prepared  to  grant  long-term  credits  to 
countries  prepared  to  enlarge  the  list  of  Canadian  products  which  can  be 
imported  on  open  general  licence.  Such  credits  could  be  exercised  by  the 
countries  involved  if  they  can  satisfy  the  Canadian  government  of  balance  of 
payment  hardships  due  to  liberalization  of  imports. 

This  proposition  is  tantamount  to  a  dollar  loan  on  a  favourable  long  term 
basis  earmarked  specifically  for  those  countries  and  for  those  purposes  on 
which  agreement  can  be  reached,  he  ultimate  use  of  dollars  received  would 
thus  remain  under  the  control  of  the  Canadian  government.  Such  actions  by 
the  Canadian  government  would  be  primarily  for  the  general  good  in  inter¬ 
national  trade  but  more  specifically  for  the  good  of  Canada. 

If  it  should  be  the  case  that  funds  of  this  type  would  be  more  helpful  in 
the  reduction  or  liquidation  of  outstanding  blocked  wartime  balances,  this 
purpose  then  would  be  given  precedence  whereas  if  the  greater  help  towards 
convertibility  and  abolition  of  controls  is  through  greater  dollar  assistance  in 
settlement  of  current  trade  then  that  purpose  would,  of  course,  be  given 
precedence. 

It  is  felt  that  some  steps  along  these  lines  could  be  afforded  by  Canada 
and  would  receive  the  support  of  Canadian  people. 

2.  Extension  of  the  European  Payments  Union  to  Canada  and  Countries  Outside 

Europe 

The  European  Payments  Union  has  facilitated  the  exchange  of  merchan¬ 
dise  and  the  completion  of  financial  transactions  between  member  countries,  all 
of  them  situated  in  Europe.  Not  only  have  their  inner  clearings  been  assisted 
but  the  benefits  have  extended  to  their  trade  with  countries  outside  the  Union. 

Canada  has  not  given  any  direct  assistance  to  the  Union  nor  received  any 
direct  benefits. 

Study  might  well  be  given  to  the  possibility  of  the  scheme  being  enlarged 
to  take  in  other  countries,  such  as  Canada,  and  we  suggest  inquiries  be  made 
to  see  if  this  can  be  accomplished  and  on  what  basis  it  could  be  done.  It  is 
realized  that  we  are  a  hard  currency  country,  but  so  is  Switzerland,  which  is 
now  a  member.  It  seems  to  us  that  an  extension  of  the  EPU  arrangement  to 
include  some  other  countries,  such  as  Canada,  could  be  of  real  benefit  over  a 
larger  field  just  as  it  has  been  in  the  smaller  field.  This  would  undoubtedly 
involve  some  credits  or  sacrifice  on  our  part  but  within  reason  there  is 
justification. 
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3.  Stabilization  of  Prices  and  Sales  of  International  Commodities 

A  great  many,  so-called,  underdeveloped  countries  depend  economically 
on  the  price  and  sale  of  one  or  two  basic  commodities.  Any  great  fluctuations 
in  price  or  the  sale  of  these  commodities  have  widespread  economic  and 
political  effect  on  the  areas  involved  and  make  them  fertile  ground  for  Com¬ 
munist  agitators  who  promise  high  prices  and  a  steady  long  term  market. 

While  we  are  opposed  in  principle  to  any  arrangements,  national  or 
international,  which  would  lead  to  market  allocations,  price  fixations,  govern¬ 
ment  bulk  buying,  stockpiling,  etc.,  the  advocates  of  these  international 
arrangements  say  that  we  have  to  recognize  that  the  development  of  under¬ 
developed  areas  will  be  impossible  if  the  prices  of  the  commodities  they  pro¬ 
duce,  and  upon  which  their  economies  depend,  are  subject  to  such  violent 
fluctuations  as  we  have  experienced  recently  again. 

We  suggest  that  the  Canadian  government  should  make  a  study  of  our 
long  range  requirements  of  basic  commodities  such  as  rubber,  wool,  tin,  tea, 
coffee,  cocoa,  sugar,  rice,  ground  nuts,  palm  oil,  copra,  copal,  etc.,  and  based 
on  our  best  long-term  interest,  negotiate  for  steady  prices  and  guarantee  a 
market  in  Canada  for  periods  not  shorter  than  5  years. 

We  also  recommend  that  the  Canadian  government  should  urge  the  United 
States  to  undertake  a  similar  program  for  reasons  of  economic  and  political 
self-interest. 

(B)  Measures  Recommended  To  Benefit  Canada's  Export  Trade 

1.  Production  Costs 

The  constantly  mounting  wage  costs  and  also  the  spasmodic  increase  in 
raw  material  prices  as  well  as  those  in  the  costs  of  transport  and  related 
services,  have  priced  many  Canadian  products  out  of  foreign  markets  and 
have  left  the  field  wide  open  to  competitors  producing  in  countries  with  low 
wage  levels,  longer  work  week,  and/or  large  home  markets,  particularly  in 
such  countries  as  Germany,  Japan,  Great  Britain,  U.S.A.,  etc. 

While  it  is  almost  certain  that  no  successful  campaign  could  be  started 
in  order  to  achieve  a  reduction  in  the  Canadian  wage  level,  some  action  could 
nevertheless  be  taken,  through  co-operation  of  governmental  authorities  with 
trading  associations,  in  order  to  inform  trade  unions  of  the  consequences  that 
constant  wage  increases  inevitably  have  on  Canadian  production  costs  and  to 
call  their  attention  to  the  importance  of  exports  to  the  Canadian  economy — an 
importance  which  seems  to  be  entirely  overlooked  by  our  labour  leaders.  In 
this  way,  levelling  off  of  wage  and  other  cost  increases  could  perhaps  be 
achieved  with  direct  benefit  to  the  competitive  ability  of  Canadian  manufactur¬ 
ers  in  the  foreign  field. 

2.  Incentives  to  Canadian  Exporters 

To  assure  an  improvement  in  Canada’s  export  trade,  particularly  in  manu¬ 
factured  goods,  and  to  enable  firms  to  divert  more  of  their  production  to 
export,  certain  incentives  should  be  considered  by  the  Canadian  government. 
As  Canada’s  foreign  trade  is  such  a  large  contributor  to  our  economic  health 
and  growth,  we  suggest  the  following  measures  should  be  studied  by  the 
government: 

(a)  Profits  derived  from  sales  to  foreign  countries  might  be  taxed  on  a 
lower  level  than  domestic  profits. 

(b)  Tax  relief  might  be  granted  to  profits  derived  through  foreign 
investments.  To  encourage  new  foreign  capital  investments,  similar 
measures  could  be  adopted  as  those  now  available  to  United  States 
investors  through  “Western  Hemisphere  Trading  Corporations”  and 
the  Point  Four  program  guarantees. 

( c)  Lowering  of  Canadian  freight  rates  to  seaboard  for  export. 
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Furthermore  we  recommend  an  educational  campaign  among  supply  organ¬ 
izations  feeding  materials  and  semi-manufactured  products  into  some  end 
product  to  be  exported,  to  make  them  conscious  of  the  vital  importance  of 
exports  to  the  economy  of  our  country.  We  should  like  to  believe  that  such  a 
campaign  could  suggest  a  careful  study  of  costing  by  such  supply  organizations 
which  could  result  in  making  Canada’s  manufactured  goods  more  competitive 
abroad. 

3.  Imports  Direct  from  Source 

Canada’s  trading  position  has  been  unfavourably  influenced  by  the  fact 
that  many  commodities  are  being  imported  through  brokerage  houses  in  the 
United  States  or  the  United  Kingdom,  instead  of  being  imported  direct  from 
the  countries  of  supply.  Some  improvements  in  this  respect  have  been 
achieved  since  the  end  of  the  war  but  further  efforts  should  be  made  in  this 
respect  and  the  Department  of  Trade  and  Commerce  and  possibly  trade  associ¬ 
ations,  could  try  to  propagate  this  idea  more  effectively  among  Canadian 
importers. 

In  addition  we  are  conscious  of  the  fact  that  our  trading  position  is 
considerably  weakened  in  trade  discussions  through  the  fact  that  our  import 
statistics  do  not  show  an  accurate  picture  of  our  imports  when  goods 
enter  Canada  purchased  through  sources  other  than  the  country  of  origin. 
Most  foreign  countries  are  reluctant  to  credit  us  for  purchases  made  through 
the  U.S.  or  the  U.K.  We  suggest  that  the  Dominion  Bureau  of  Statistics 
should  take  early  steps  to  remedy  this  situation. 

4.  Imports  from  Soft  Currency  rather  than  Hard  Currency  Sources 

There  is  no  doubt  that  many  products  such  as  citrus  fruit,  dried  fruit, 
even  fresh  fruit,  could  be  imported  from  soft  currency  areas  such  as  from 
Spain,  Cyprus,  Palestine,  South  Africa  or  the  British  West  Indies,  instead 
of  importing  them  from  California,  Florida,  etc. 

Canadian  Trade  Commissioners  in  close  co-operation  with  steamship 
lines  and  other  interested  parties,  could  increase  their  efforts  in  this  respect. 
Often  such  imports  are  just  not  possible  because  no  refrigerated  space  on 
ships  is  available.  Or  again,  imports  are  not  feasible  because  there  are  no 
direct  sailings  to  Canada  from  the  potential  countries  of  supply. 

We  feel,  however,  that  much  could  be  done  and  should  be  done  to 
redirect  a  larger  share  of  our  purchases  in  these  tropical  commodities  as 
well  as  others  to  markets  where  presently  our  exports  are  curtailed  due  to 
shortage  of  dollars. 

5.  Sales  to  Tourists  free  of  all  Customs  Duties,  Sales  and  Excise  Taxes 

To  improve  Canada’s  tourist  trade,  on  which  account  our  balance 
for  years  has  been  unfavourable,  and  to  increase  our  sales  to  the  United 
States,  meanwhile  broadening  our  purchases  from  soft  currency  sources,  we 
recommend: 

(a)  Simplified  procedure  should  be  established  by  Department  of 
National  Revenue  for  the  handling  of  goods  which  enter  Canada  in 
bond  to  be  re-exported  to  foreign  destinations  in  bond. 

(b)  A  practical,  simple  procedure  should  be  established  by  Department 
of  National  Revenue  to  enable  small  importers  and  retail  merchants 
to  obtain  customs  duty  drawback  on  the  sale  of  imported  articles 
when  these  are  sold  to  United  States  and  other  foreign  tourists 
and  shipped  to  their  home  destinations. 
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(c)  The  establishment  of  new  regulations  by  Department  of  National 
Revenue  whereby  Canadian  goods  sold  to  tourists  and  shipped  to 
their  foreign  destinations  can  be  free  of  sales  and  excise  taxes. 
Furthermore  all  such  sales  should  also  be  exempt  from  all  taxes 
now  levied  by  the  provinces. 

6.  Export  Credits  Insurance  Corporation 

We  recommend  that  as  an  incentive  to  Canadian  exporters  the  coverage 
now  offered  by  the  Export  Credits  Insurance  Corporation  should  be  considerably 
broadened.  We  suggest  the  following  specific  steps: 

(a)  The  corporation  should  not  be  required  to  operate  at  a  profit 
and  thus  should  quote  lower  rates. 

(b)  The  present  coverage  should  be  broadened  to  cover  shipments 
acceptance  of  which  for  any  reason  might  be  refused  by  the 
customer,  as  this  is  a  normal  risk  in  a  great  many  export  trans¬ 
actions. 

(c)  The  by-laws  of  the  corporation  should  be  amended  to  permit 
exporters  to  insure  individual  shipments  without  having  to  obligate 
themselves  to  insure  all  their  export  transactions. 

(d)  The  corporation  should  broaden  their  coverage  by  offering  to 
insure  foreign  capital  investments  against  risks  of  non- convertibility 
of  profits  of  capital  repatriation  and  underwrite  the  risks  of 
expropriation  or  nationalization. 

(e)  The  government  should,  consider  broadening  the  terms  of  section 
21  of  the  Export  Credits  Insurance  Act  to  cover  all  types  of  goods, 
and  the  coverage  described  in  this  section  of  the  act  should  be 
made  more  readily  available  to  exporters. 

7.  Creation  of  Educational  Facilities  for  the  Development  of  Foreign  Trade 

Specialists 

In  order  to  create  a  better  understanding  of  foreign  trade  amongst 
Canadians  through  the  development  of  specialists  in  this  field,  we  recommend: 

(a)  Inclusion  of  subjects  concerning  foreign  trade  in  commercial 
collegiates. 

(b)  Foreign  trade  courses  in  Canadian  universities. 

(c)  Creation  of  scholarships  for  the  study  of  foreign  trade  in  Canadian, 
U.S.  and  continental  universities. 

(d)  Foreign  trade  seminars  for  those  employed  in  foreign  trade. 

(e)  More  emphasis  on  the  study  of  foreign  languages. 

The  Canadian  Exporters’  Association  is  in  general  agreement  with  Article  2 
of  the  North  Atlantic  Treaty  and  hopes  that  the  suggestions  made  in  this  brief 
are  of  such  a  nature  that  they  are  worthy  of  serious  consideration. 

Canada  has  done  her  utmost  to  live  up  to  the  principles  of  the  North 
Atlantic  Treaty  but  must  further'  increase  her  importance  and  thereby  influence 
in  world  international  economic  policies. 

The  Canadian  Exporters’  Association  wishes  to  thank  the  Chairman  of 
the  Senate  Committee  and  the  honourable  Senators  for  giving  us  the  opportunity 
of  presenting  our  views  and  we  respectfully  submit  this  brief  on  behalf  of  our 
members. 

The  Chairman:  Thank  you  very  much.  Honourable  Senators,  the  meeting 
is  now  open  for  you  to  ask  Mr.  MacKay-Smith  or  the  gentlemen  with  him  any 
questions  to  further  clarify  the  brief  or  anything  else  that  you  would  like  to 
know  along  that  line. 
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Hon.  Mr.  Macdonald:  I  wonder  if  Mr.  MacKay- Smith  could  give  us  an  idea 
who  the  members  of  the  Export  Association  are.  I  was  wondering  in  particular 
what  tie-up  you  have  with  the  primary  producers’  organizations  throughout 
Canada.  We  have,  for  instance,  certain  farm  products  and  wood  supplies  for 
which  we  are  very  anxious  to  find  markets.  I  was  wondering  what  is  the  tie-up 
of  your  organization  with  such  bodies? 

Mr.  MacKay- Smith:  The  Winnipeg  Wheat  Exchange  is  one  of  our  mem¬ 
bers.  There  are  no  government  bodies  which  have  membership.  As  I  have 
explained,  we  represent  lumber  companies  in  British  Columbia,  people  who 
are  exporting  lumber.  I  think  we  are  pretty  broadly  representative  in  that 
field. 

Mr.  Macdonald:  Have  you  any  tie-up  with  the  Federation  of  Agriculture? 

Mr.  MacKay-Smith:  I  don’t  think  so,  no. 

Hon.  Mr.  Turgeon:  You  have  the  wheat  producers  with  you? 

Mr.  MacKay-Smith:  The  Winnipeg  Wheat  Exchange. 

Hon.  Mr.  Turgeon:  And  the  dairymen? 

Mr.  MacKay-Smith:  Not  the  dairyman  as  such.  We  have  members  who  are 
processing  milk  and  milk  products. 

Mr.  Macdonald:  The  provinces  of  British  Columbia  and  Nova  Scotia  par¬ 
ticularly  are  very  anxious  to  improve  their  position  with  regard  to  the  marketing 
of  fruit;  and  in  the  Maritime  Provinces  we  are  exceedingly  anxious  to  be  able 
to  market  our  potatoes  to  better  advantage  in  the  British  West  Indies.  I  was 
just  thinking  that  it  might  be  advantageous  if  you  could  make  a  tie-up  with  the 
Federation  of  Agriculture  and,  possibly,  with  the  wood  suppliers’  organizations, 
the  lumbermen — what  do  you  call  it,  Senator  Bur  chill? 

Hon.  Mr.  Burchill:  Maritime  Lumber  Bureau. 

Mr.  MacKay-Smith:  Well,  we  have  never  been  approached  by  them.  We 
have  only  been  approached  by  individual  lumbermen  and  fruit  producers.  I 
think  we  are  doing  some  work  on  the  West  Indies  right  now  for  the  Maritimes. 
When  I  say,  the  West  Indies,  I  mean  we  are  trying  to  maintain  a  steamship  ser¬ 
vice  with  proper  facilities,  to  assure  the  continuance  of  this  trade. 

Hon.  Mr.  Euler:  Mr.  MacKay-Smith  has  made  some  very  interesting  sug¬ 
gestions.  This  is  not  by  way  of  criticism,  exactly,  but  I  think  it  would  have 
enabled  members  of  the  committee  to  discuss  the  matters  he  suggests  a  little 
more  intelligently  if  we  had  had  the  brief  in  advance  and  could  have  studied 
these  suggestions. 

Mr.  MacKay-Smith:  I  apologise. 

Hon.  Mr.  Euler:  As  it  is,  the  brief  has  come  to  us  without  any  notice  to  us, 
and  it  is  pretty  difficult  to  make  up  one’s  mind  at  once  on  these  things.  Is  your 
organization  more  concerned  with  the  promotion  of  exports  to  the  sterling 
area  rather  than,  we  will  say,  to  the  United  States?  In  connection  with  exports 
to  the  United  States,  one  of  your  chief  difficulties  in  the  past  has  been,  and  I 
think  probably  still  is,  that  there  are  so  many  obstacles  in  the  way  other  than 
tariffs  before  exports  can  reach  the  American  buyer.  Have  you  found  any  relief 
of  late  from  the  new  government  in  the  United  States?  They  have,  I  think,  tried 
to  make  a  lot  of  arrangements  whereby  some  of  these  obstacles  can  be  over¬ 
come.  For  instance,  at  the  border.  It  has  been  the  practice  to  charge  duties  on 
certain  classifications  and  then  the  classifications  are  changed  after  an  importer 
in  the  United  States  has  paid  his  duty  and  the  goods  have  gone  into  production, 
and  they  go  after  the  importer  and  make  him  pay  the  additional  duty.  That  is 
discouraging,  and  he  just  won’t  buy  from  the  Canadian  because  the  difficulties 
are  so  great.  Have  you  found  any  relief  in  that  regard  at  all? 
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Mr.  MacK ay- Smith:  Not  really.  Naturally  we  cannot  protest  to  the  gov¬ 
ernment  of  the  United  States,  but  we  have  vigorously  urged  our  Departments 
of  Trade  and  Commerce,  of  External  Affairs  and  of  Finance  to  work  to  simplify 
United  States  customs  procedure. 

Hon.  Mr.  Euler:  What  success  have  you  had  in  that? 

Mr.  MacKay-Smith:  Well,  it  is  being'  discussed  in  Washington  now,  and  I 
believe  there  is  a  bill  under  consideration  to  simplify  United  States  customs 
operations.  We  are  not  too  hopeful  of  the  result,  but  at  least  it  is  a  step. 

Hon.  Mr.  Euler:  It  is  like  the  weather.  Everyone  discusses  it  and  nobody 
does  anything  about  it! 

Mr.  MacKay-Smith:  We  do  find  that,  by  and  large,  the  United  States 
government  officials  agree  with  us.  Whenever  we  speak  to  them  about  this 
they  agree  that  it  is  a  matter  for  Congress  and  the  Senate  to  rectify. 

Hon.  Mr.  Golding:  I  would  like  to  ask  the  witness  whether  the  representa¬ 
tions  which  are  made  in  this  brief  have  also  been  made  to  the  Trade  and 
Commerce  Department.  Have  you  been  co-operating  with  them  or  they 
co-operating  with  you,  or  what  is  the  situation? 

Mr.  MacKay-Smith:  Yes.  I  think  we  have.  We  have  a  permanent  com¬ 
mittee,  which  we  call  a  Government  Liaison  Committee,  which  is  recognized 
by  the  Department  of  Trade  and  Commerce  and  the  Department  of  Finance, 
and  whenever  we  have  an  agenda  we  call  a  meeting,  and  they  are  very  co¬ 
operative;  they  work  with  us.  We  produce  a  complaint  about  something  or 
other;  in  turn  they  complain  about  us.  There  are  many  complaints  about  us, 
too. 

Hon.  Mr.  Golding:  The  representations  you  have  made  here  now,  have 
you  made  those  representations  to  the  Trade  and  Commerce  Department? 

Mr.  MacKay-Smith:  Well,  we  have  made  a  number  of  them,  yes,  not 
only  to  Trade  and  Commerce  but  to  other  departments  as  well.  We  find, 
naturally,  that  the  Department  of  Finance  is  involved  in  this. 

Hon.  Mr.  Golding:  With  what  result? 

Mr.  MacKay-Smith:  Well,  in  some  cases,  success;  in  other  cases  they  are 
trying  very  hard  to  do  something  about  it.  They  do  their  best.  They  turn  us 
down  on  one  or  two  things,  saying  they  are  impossible,  and  explaining  why. 

Hon.  Mr.  Golding:  The  thought  just  struck  me  that  if  you  are  trying  to 
get  over  your  program  your  first  approach  would  be  through  the  department 
or  the  officials  of  the  department. 

Mr.  MacKay-Smith:  Well,  on  currency  convertibility  and  import  controls, 
we  have  striven  for  years,  ever  since  the  end  of  the  war,  to  have  them  removed. 
That  is,  as  I  said  here,  one  of  the  greatest  obstacles  to  foreign  trade  by  a  hard 
currency  country. 

Hon.  Mr.  Burchill:  I  think  there  are  many  excellent  suggestions  in  this 
brief — suggestions  very  worthy  of  study.  But  I  am  an  exporter  of  lumber; 
and  I  do  not  go  with  you  on  the  suggestion  of  long-term  credits  to  foreign 
countries.  I  do  not  think  that  is  the  right  approach  at  the  present  time.  Our 
experience  has  been  that  we  in  Canada  are  pricing  our  goods  too  high;  we 
cannot  meet  foreign  competition;  and  while  we  can  sell  our  goods  all  right  we 
cannot  get  any  money  out  of  what  we  sell,  because,  to  meet  competition  in 
these  markets,  we  have  got  to  accept  prices  which  are  not  sound  as  far  as  our 
own  business  is  concerned.  It  seems  to  me  that  by  extending  long-term 
credits  you  are  only  confounding  that  situation;  you  are  just  going  on  con¬ 
tinuing  an  artificial  situation.  I  think  the  sooner  we  get  down  to  a  sound 
trading  position,  without  government  support,  the  better  for  us.  We  have  got 
to  face  it  some  day,  and  we  might  as  well  recognize  it  and  try  to  devise  ways 
and  means  of  meeting  it.  You  have  made  some  suggestions  as  to  how  it  should 
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be  brought  about,  but  we  certainly  have  to  manufacture  our  goods  here  in 
Canada  on  a  price  basis  that  will  enable  us  to  meet  competition  from  other 
countries. 

Hon.  Mr.  Euler:  Senator  Burchill,  I  take  it  that  you  do  not  believe  in 
lending  money  to  these  countries  so  that  they  can  buy  Canadian  goods? 

Hon.  Mr.  Burchill:  I  think  that  is  just  confusing  the  situation. 

Mr.  MacKay- Smith:  Sir,  I  think  we  are  entirely  in  agreement  with  you 
on  the  idea  of  getting  down  to  a  stable  trading  basis,  but  that  suggestion  is 
good  as  long  as  sterling,  for  instance,  is  not  convertible. 

Hon.  Mr.  Burchill:  Of  course,  we  cannot  do  anything  about  that,  can  we? 
That  is  a  matter  for  the  people  of  the  United  Kingdom  and  other  sterling 
countries  to  determine.  I  doubt  very  much  whether  many  sterling  countries — 
Great  Britain  in  particular — would  look  with  favour  upon  taking  loans  from 
Canada  for  the  purpose  of  buying  our  exports.  I  do  not  think  they  would  want 
them  to  start  with.  I  am  convinced  that  the  matter  of  convertibility  is  for 
them,  and  that  we  have  to  look  after  our  own  affairs,  have  we  not? 

Mr.  MacKay-Smith:  That  is*  right. 

Hon.  Mr.  Burchill:  That  seems  to  me  to  be  our  problem  as  exporters. 
You  have  made  some  worthy  suggestions,  but  certainly  our  costs  here  in  Canada 
are  too  high. 

Hon.  Mr.  Davies:  Mr.  Chairman,  could  I  ask  Senator  Burchill  a  question? 
Which  country  is  Canada’s  greatest  competitor  in  lumber? 

Hon.  Mr.  Burchill:  The  Scandinavian  countries. 

Hon.  Mr.  Euler:  What  about  Russia? 

Hon.  Mr.  Burchill:  No,  Russia  is  not  a  competitor,  for  their  prices  are 
fair.  They  are  always  high.  It  is  the  Scandinavian  countries  which  gives  us 
most  competition;  countries  like  Finland  and  Sweden. 

Hon.  Mr.  Kinley:  Mr.  McKay-Smith,  do  you  think  the  extension  of  credits 
embodies  a  dumping  feature?  For  instance,  is  there  not  a  dumping  feature  if  I 
buy  a  product  from  the  United  States  on  a  five-year  plan? 

Mr.  MacKay-Smith:  I  do  not  think  so.  Perhaps  Mr.  Spiro  can  support 
me  on  that  view. 

Mr.  Spiro:  Mr.  Chairman,  may  I  first  reply  to  the  question  as  to  the 
influence  of  long-term  credits?  The  convertibility  of  sterling  is  mainly  retarded 
today  by  the  blocked  wartime  sterling  balances.  The  United  Kingdom,  as 
administrator  of  the  sterling  pool,  would  probably  be  quite  willing  and  ready 
to  introduce  convertibility  for  current  transactions,  but  there  are  still  about 
$10  to  $11  billion  outstanding  in  blocked  currency  balances  in  sterling  countries, 
and  in  other  soft  currency  countries  and  in  dollar  countries,  and  if  they  were 
all  made  convertible  at  a  stroke  there  would  be  a  run  on  the  Bank  of  England 
as  was  experienced  in  1947,  and  the  plan  might  again  come  to  an  end.  On 
the  other  hand  it  would  be  a  half-way  measure  to  make  only  current  trans¬ 
actions  convertible.  These  blocked  wartime  balances  could  probably  be,  as 
the  bankers  say,  funded,  by  long-term  credits  which  the  dollar  countries,  the 
United  States  and  Canada,  could  possibly  extend  to  those  countries  which  hold 
ihe  blocked  wartime  sterling  balances.  I  have  in  mind  such  countries  as 
India,  Pakistan  and  Egypt,  countries  to  which  our  trade  has  become  almost 
nil.  In  these  cases  it  is  our  submission  that  long-term  credits  would  enable 
these  countries  to  make  use  of  these  blocked  sterling  balances,  and  at  the  same 
time  enable  the  United  Kingdom,  as  the  administrator  of  the  sterling  pool,  to 
make  currency  convertible  not  only  for  current  transactions. 

As  far  as  production  costs  are  concerned  I  think  we  can  all  agree  that  in 
Canada  they  are  very  high,  perhaps  they  may  be  ranked  amongst  the  highest 
costs  in  the  world  today.  Our  wages  and  raw  materials  are  almost  as  high 


64 


STANDING  COMMITTEE 


as  they  are  in  the  United  States.  The  cost  of  our  raw  materials  is  sometimes 
higher  than  they  are  in  the  United  States,  and  on  the  other  hand  our  wages 
and  salaries  are  lower.  There  are  other  factors  which  enter  into  manufactur¬ 
ing  costs.  For  instance,  there  is  the  matter  of  general  overhead  expense,  which 
is  naturally  higher  here  in  Canada  than  in  the  United  States  because  the 
quantity  of  goods  produced  is  smaller.  For  this  reason  our  costs  are  higher, 
and  in  many  cases  they  are  substantially  higher.  We  were  given  an  illustration 
by  Mr.  Brown  of  Beatty  Brothers  in  Fergus,  Ontario.  He  stated  that  a  large 
United  States  washing  machine  manufacturer  produces  1,500  machines  in  a 
day,  whereas  the  largest  Canadian  manufacturer  of  washing  machines  can  only 
produce  150  machines  in  a  day.  It  can  therefore  be  seen  that  the  overhead  per 
machine  in  Canada  is  substantially  higher  than  in  the  United  States.  There 
are  also  other  cost  factors.  For  instance,  our  interest  rates  in  Canada  are  much 
higher  than  they  are  in  the  United  States.  Last  but  not  least  is  the  matter 
of  exchange.  Our  exchange  is  a  little  bit  higher,  being  1  per  cent  and  1|  per 
cent.  It  used  to  be  4  per  cent,  and  it  may  go  as  high  as  that  again.  We  have 
mentioned  these  points  in  our  brief  where  we  suggest  that  the  attention  of  our 
labour  leaders  should  be  called  to  high  wage  costs.  We  are  under  the  impres¬ 
sion  that  our  labour  leaders  and  trade  unions  are  entirely  neglecting  the  matter 
of  exports  and  do  not  realize  what  constant  wage  demands  mean  in  the  matter 
of  exporting  Canadian  products.  It  certainly  makes  things  difficult.  I  am  not 
sure  whether  I  have  answered  the  questions  adequately. 

The  Chairman:  Thank  you  very  much. 

Hon.  Mr.  Kinley:  How  big  a  mark  does  the  Canadian  manufacturer 
make  on  the  American  market?  Does  he  get  any  business  over  there  at  all 
outside  of  Canadian  Club  whisky  and  the  odd  item?  I  do  not  believe  we 
have  many  manufactured  goods  on  the  American  market. 

Mr.  Mackay-Smith:  No,  it  is  essentially  raw  materials  that  the  United 
States  buys  from  us.  There  are  a  few  manufactured  products  of  original 
design  that  we  sell  in  the  United  States.  Incidentally,  I  do  not  believe  that 
Canadians  do  enough  of  that  sort  of  thing. 

Hon.  Mr.  Kinley:  I  know  that  we  do  sell  some  boats  to  the  Americans. 
There  are  quite  a  number  •  of  Canadian-built  boats  in  the  United  States. 
I  think  our  biggest  seller,  though,  is  Canadian  Club  whisky. 

Mr.  Mackay-Smith:  There  is  a  little  company  in  Montreal,  the  Irving 
Company,  which  exports  ski  suits  to  the  United  States.  We  do  have  a  luxury 
trade  in  items  of  that  kind. 

Hon.  Mr.  Euler:  Mr.  MacKay-Smith,  I  read  an  article  not  long  ago  which 
was  written  by  a  Canadian  trade  commissioner  in  which  he  accused  Canadian 
manufacturers  of  not  making  a  real  effort  to  sell  their  goods  in  the  United 
States. 

Mr.  Mackay-Smith:  I  think  we  generally  agree  with  that  article.  We 
are  endeavouring  ourselves  to  promote  an  interest  amongst  our  exporters  to 
the  United  States  to  come  out  with  more  original  designs,  something  that 
is  not  made  in  the  United  States.  I  am  thinking  of  such  items  as  parkas. 
It  is  our  rough  estimate  that  there  are  approximately  15  million  luxury 
buyers  in  the  United  States,  and  that  no  matter  what  the  tariff  is,  whether  it 
is  50  or  70  per  cent,  they  will  buy  luxury  goods  anyway. 

Hon.  Mr.  Euler:  Does  that  apply  to  some  of  the  Canadian  shoe  manu¬ 
facturers  who  are  selling  their  products  in  the  United  States?  I  know  that  some 
of  our  Canadian-made  shoes  sell  in  New  York  City.  There  is  a  shoe  factory  in 
London  which  exports  to  the  United  States,  and  Hartt  Shoes;  manufactured 
in  New  Brunswick,  are  exported  to  that  country. 
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Mr.  Mackay- Smith:  And  there  are  the  Tyrol  Shoes  which  are  manu¬ 
factured  in  Montreal.  I  have  just  come  back  from  New  York  where  I  saw 
a  good  exhibition  of  Canadian  shoes  in  Rockefeller  Centre.  I  was  informed 
that  such  stores  as  Lord  and  Taylor’s  have  been  making  substantial  orders 
from  Canadian  shoe  manufacturers. 

Hon.  Mr.  Kinley:  I  understand  that  British  shoes  are  duty-free  coming 
into  the  United  States  market. 

Mr.  Mackay-Smith:  I  am  not  sure  of  that. 

Hon.  Mr.  Kinley:  What  about  wool  products?  American  tourists  buy 
our  Canadian  wool  products  here.  Why  should  Canada  be  an  importer  of 
wool?  Should  we  not  have  the  best  wool  in  the  world  in  Canada? 

Mr.  MacKay-Smith:  You  mean  raw  wools? 

Hon.  Mr.  Kinley:  Yes. 

Hon.  Mr.  Isnor:  Mr.  Chairman,  I  am  not  a  member  of  your  committee, 
but  when  I  learned  that  the  Canadian  Exporters’  Association  was  going  to 
present  a  brief  I  felt  it  was  an  opportunity  to  bring  up  something  before  your 
committee,  if  I  may? 

The  Chairman:  Certainly. 

Hon.  Mr.  Isnor:  Not  only  before  the  committee,  but  before  the  association, 
in  connection  with  this  well  prepared  brief,  particularly  in  regard  to  the 
tourist  trade.  I  think  some  of  the  suggestions  there  could  be  followed  through 
to  our  benefit  here  in  Canada.  But  I  was  particularly  interested  to  know, 
and  I  am  going  to  ask  Mr.  MacKay-Smith,  what  his  association  is  doing  or  has 
done  in  the  past  toward  directing  shipments  of  goods  made  to  foreign  coun¬ 
tries  through  Canadian  ports.  Naturally,  I  am  interested  in  the  ports  on  the 
Atlantic  coast,  Halifax  in  particular.  Perhaps  Mr.  Smith  would  be  good 
enough  to  outline  to  the  committee  as  to  whether  his  association  takes  any 
steps  in  regard  to  direction  of  shipments,  and  particularly  as  to  direction  of 
traffic,  through  Canadian  ports  instead  of  American  ports.  We  have  competi¬ 
tion  from  Portland  and  New  York  as  far  as  the  Atlantic  ports  of  Halifax 
and  Saint  John  are  concerned,  and  I  believe  your  association,  Mr.  Smith, 
could  play  a  very  important  part  toward  directing  shipments  through  Canadian 
ports. 

Mr.  MacKay-Smith:  Yes  sir,  we  are  playing,  I  hope,  an  important  part 
in  that  role  right  now.  Firstly,  we  try  to  convince  our  members  to  make  those 
shipments  through  Canadian  ports.  Sometimes  there  are  difficulties,  because 
the  buyers  instruct  the  seller  what  steamship  line  must  be  used.  We  have 
supported  very  strongly  the  National  Harbours  Board,  and  they  formed  a 
committee — I  think  it  was  the  Canadian  Ports  Committee  in  support  of  that. 
We  are  fighting  discriminatory  practice — such  as  Ecuador.  Their  flagships  do 
not  come  to  the  Maritime  ports  but  only  as  far  as  New  York,  or  possibly 
Boston.  We  have  been  in  touch  with  the  Department  of  Trade  and  Commerce, 
and  they  are  vigorously  protesting.  Unfortunately,  we  do  not  have  a  diplo¬ 
matic  representative  in  Ecuador,  and  therefore  it  has  to  go  through  the  United 
Kingdom  representative.  We  hope  to  relieve  that  situation  by  making  Ecuador 
bring  their  flagships  into  our  ports.  I  think  we  are  doing  a  lot  of  work  in 
that  connection. 

Hon.  Mr.  Isnor:  I  sincerely  hope  you  will  continue  those  efforts.  I  notice 
the  Winnipeg  Wheat  Exchange  is  a  member  of  your  association.  Years  ago 
we  were  successful  in  having  a  large  amount  of  grain  shipped  through  the 
port  of  Halifax,  for  which  we  have  added  facilities  there  now,  but  instead 
there  seems  to  be  a  tendency  to  ship  to  Vancouver  via  the  Great  Lakes,  and 
I  think  it  is  just  a  matter  of  direction,  particularly  going  overseas.  While  I 
know  your  association  would  perhaps  hesitate  to  stress  one  port,  you  could 
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very  well  direct  attention  to  the  fact  that  the  Maritime  ports  are  seeking 
business.  You  mentioned  the  National  Harbours  Board.  They  cannot  take  it 
upon  themselves  to  emphasize  any  particular  port,  and  that  is  why  they  do 
not  draw  attention  to  the  benefit  of  the  Atlantic  ports  to  the  members  of  your 
firm  but  rather  depend  on  the  local  commission,  such  as  we  have  in  the  Halifax 
Port  Commission,  under  the  chairmanship  of  Mr.  R.  J.  Rankin,  who  is  at  present 
the  president  of  the  Canadian  Press  Association,  and  I  know  he  will  continue 
to  bring  that  to  your  attention.  But  I  would  impress  upon  you  the  need  of 
shipping  through  Canadian  ports  instead  of  American  ports. 

Hon.  Mr.  Turgeon:  Mr.  Chairman,  I  would  like  to  ask  a  question  with 
relation  to  what  Senator  Isnor  said.  I  happen  to  be  from  British  Columbia. 
A  few  weeks  ago  there  was  a  great  furore  in  Vancouver,  British  Columbia, 
because  we  suffered  from  some  arrangement  made  by  the  Department  of 
Trade  and  Commerce  by  which  there  was  a  direct  incentive  to  shippers  of 
wheat  and  grain  to  ship  to  eastern  ports  rather  than  to  western  ports;  and 
since  that  question  has  come  up  now,  I  would  like  to  ask  whether  anybody 
can  set  that  clear,  and  I  admit  I  was  not  quite  sure  whether  the  complaint  of 
Vancouver  was  right  or  wrong. 

Mr.  MacKay- Smith:  I  am  sorry,  I  cannot  answer  that. 

Mr.  Spiro:  We  all  probably  read  the  same  thing  in  the  paper  as  you  did. 

Hon.  Mr.  Davies:  I  should  like  to  ask  the  witness  if  in  his  opinion  the 
Canadian  International  Trade  Fair  which  is  to  be  held  in  Toronto  on  May  21, 
is  of  as  much  benefit  to  our  exporters  as  it  is  in  increasing  imports  to  Canada. 
I  have  been  to  the  fair  every  year,  and  I  have  seen  exhibits  from  other 
countries,  and  very  fine  exhibits  from  all  over,  and  I  am  wondering  whether 
that  fair  does  not  perhaps  increase  imports  into  Canada  more  than  exports 
out  of  Canada.  What  is  your  opinion? 

Mr.  MacKay- Smith:  May  I  ask  Mr.  Spiro?  He  has  been  closely  in  touch 
with  the  fair. 

Mr.  Spiro:  I  happened  to  be  a  member  of  the  visitors  and  exhibitor  com¬ 
mittee  and  may  be  able  to  give  information  to  the  honourable  senator.  A  few 
years  ago  the  trade  fair  went  through  a  crisis — a  sort  of  delicate  situation, 
when  we  noticed  that  percentagewise  we  had  more  foreign  exporters  than 
Canadian  exporters,  and  the  Right  Honourable  C.  D.  Howe  was  not  quite  sure 
whether  this  event  should  be  continued  at  all.  We,  as  representatives  of 
industry  in  Canada,  and  of  the  Canadian  Exporters’  Association,  took  a  rather 
strong  stand  in  favour  of  the  continuation  and  pledged  our  support  to  enhance 
the  interests  of  Canadian  exporters  at  this  event.  You  must  not  forget,  Mr. 
Chairman,  that  this  international  trade  fair  is  comparatively  new  to  Canada. 
Our  trade  fair  is  the  only  international  trade  fair  on  the  North  American 
continent.  To  develop  an  event  like  that  and  propagate  it  and  make  people 
enthusiastic  and  believe  in  it  takes  years  and  cannot  be  done  in  three  or  four 
years.  They  have  been  successful  in  convincing  the  Right  Honourable  C.  D. 
Howe  of  this,  and  are  very  grateful  to  him  that  he  has  continued  this  event, 
and  today  the  majority  of  exporters  are  again  Canadian  firms.  I  think  this 
year  between  60  and  70  per  cent  is  the  figure,  and  only  the  remainder  are 
foreign  firms.  So,  provided  Canadian  industries  are  not  seriously  hurt  by 
such  imports,  I  think  we  should  all  be  very  much  in  favour  of  having  as  many 
foreign  exhibitors  here  as  possible. 

Hon.  Mr.  Euler:  To  what  extent  do  you  avail  yourselves  of  the  oppor¬ 
tunity  of  exhibiting  Canadian  products  in  the  European  trade  fairs?  That  ought 
to  help  you  more  than  anything  else. 
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Mr.  Spiro:  That  is  quite  true,  Senator.  The  Canadian  government  through 
its  government  Exhibition  Commission,  is  participating  in  an  institutional  way 
in  many  foreign  trade  fairs,  such  as  at  Utrecht,  Holland  this  year. 

Hon.  Mr.  Euler:  Was  there  not  one  at  Leipzig? 

Hon.  Mr.  Kinley:  Or  at  Hamburg? 

Mr.  Spiro:  There  is  one  at  Hanover;  and  also  the  British  Industries  Fair,  and 
in  Mexico  City;  I  believe  we  are  also  having  a  Canadian  exhibition  in  Sao  Paulo, 
Brazil,  and  at  Bogota,  Colombo.  In  some  cases  these  exhibitions  are  purely  of  an 
institutional  character,  just  an  exhibition  of  products  which  Canada  can  export, 
without  naming  any  firms.  In  other  cases  there  is  some  co-operative  effort 
with  the  government  exhibition,  where  we  can  exhibit  our  own  products  with 
our  name  on  them,  and  perhaps  even  distribute  some  advertising  literature. 
This  is,  for  instance,  true  of  the  Sao  Paulo  Exhibition,  where  only  recently  the 
Canadian  government  Exhibition  Commission  has  invited  Canadian  firms  to 
participate  on  such  a  co-operative  basis.  True,  it  will  cost  us  something,  but  not 
as  much  as  if  we  went  there  alone.  Apart  from  this,  some  Canadian  firms  are 
also  exhibiting  on  their  own.  I  think  my  own  firm  this  year  exhibited  in  perhaps 
ten  or  twelve  different  fairs  overseas,  and  many  other  Canadian  firms  do  the 
same  thing. 

Hon.  Mr.  Euler:  Has  it  promoted  business? 

Mr.  Spiro:  Yes,  we  believe  it  has.  If  I  may  speak  personally,  we  are  great 
believers  in  the  value  of  trade  fairs  overseas,  because  in  those  countries,  par¬ 
ticularly  in  Europe,  people  are  very  much  more  aware  of  the  value  of  such 
fairs  than  we  are  here. 

Hon.  Mr.  Euler:  You  reach  your  customers  more  directly  in  that  sort  of 
exhibition  than  you  do  in  the  Canadian  Trade  Fair,  I  should  think. 

Mr.  Spiro:  On  the  other  hand,  Mr.  Senator,  through  our  fair  here  we  get 
many  people  into  our  own  grounds,  and  it  is  much  easier  to  demonstrate  our 
products  and  to  negotiate  with  them  if  we  can,  than  in  their  own  country.  We 
believe  that  we  have  derived  great  benefit  also  from  the  Canadian  Trade  Fair, 
although  we  have  to  compete  with  the  foreign  exhibitors  who  exhibit  here. 

Hon.  Mr.  Euler:  My  idea  is  that  if  you  exhibit  in  the  European  centres,  you 
are  in  direct  contact  with  probable  buyers;  whereas,  in  the  Canadian  trade  fair — 
and  I  am  not  depreciating  it — the  people  who  come  there  are  not  buyers  of  your 
products  but  are  trying  to  sell  their  own. 

Mr.  Spiro:  Excuse  me,  but  I  cannot  agree  with  you. 

Hon.  Mr.  Euler:  I  would  be  glad  to  be  corrected. 

Mr.  Spiro:  We  had  last  year  something  like  30,000  foreign  visitors  actually 
registered  as  buyers  at  our  Canadian  International  Trade  Fair.  Although  this 
number,  in  our  opinion,  was  quite  satisfactory,  we  still  thought  we  should  try 
and  further  increase  it.  All  the  advertising  effort  of  the  Canadian  International 
Trade  Fair  this  year,  in  publications,  through  speeches  and  travel  of  some 
officials  abroad,  are  mainly  directed  towards  increasing  the  number  of  visiting 
buyers.  We  are  looking  forward  with  great  interest  to  this  figure  of  30,000 
registered  buyers  last  year  being  increased  this  year. 

Hon.  Mr.  Davies:  Mr.  Chairman,  that  is  all  very  well,  and  I  am  in  favour 
of  two-way  trade.  But  as  I  understand  the  situation,  our  textile  factories,  for 
instance,  are  having  a  rough  time.  Should  we  encourage  Canadians  to  buy 
textiles  from,  we  will  say,  Great  Britain  and  other  countries  where  the  wage 
scale  and  standard  of  living  is  lower  than  in  Canada  by  exhibiting  their 
products  at  such  things  as  trade  fairs?  No  doubt  we  have  exhibits  of  these 
various  textiles  in  Great  Britain  and  at  our  own  fairs,  but  my  understanding  is 
that  Canadian  textile  manufacturers  find  it  difficult  to  compete  with  the  textile 
products  of  Great  Britain.  Is  that  so? 
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Mr.  Spiro:  Mr.  Chairman,  if  you  will  permit  me,  we  tried  to  cover  this 
problem  in  our  brief.  On  page  2  we  say: 

It  is  recognized  by  the  Association  that  an  important  part  of  the 
foundation  for  Canadian  export  business  is  a  sound  domestic  manufac¬ 
turing  industry.  This  industry  is  entitled  to  prompt  and  effective 
enforcement  of  Canadian  Laws  on  Customs  and  Dumping  Duties. 

We  believe  that  the  legal  provisions  which  have  only  recently  been 
further  developed  here  would  be  sufficient  to  protect  such  Canadian  industries 
which  are  exposed  to  dumping  or  any  unfair  foreign  competition;  otherwise  some 
foreign  competition  may  even  be  of  a  healthy  influence  to  some  of  the  lesser 
efiiicient  domestic  industries  in  Canada.  But  we  believe  that  the  legal  provisions 
made  in  this  country  are  sufficient  to  protect  those  who  are  just  working  as 
efficiently  as  possible,  but  cannot  bring  their  costs  down. 

Hon.  Mr.  Davies:  It  is  not  very  helpful  to  the  textile  workers  who  are 
unemployed.  I  read  in  the  paper  recently  that  within  the  past  month  we  have 
had  seventeen  textile  factories  close  down  in  Ontario.  Senator  Burchill  pointed 
out  that  in  our  various  provinces  we  have  a  high  standard  of  living,  and  our 
wages  do  not  compare  with  those  of  Europe  and  the  eastern  countries.  It  appears 
to  me  to  be  quite  a  serious  problem.  If  we  are  going  to  maintain  a  high  scale 
of  wages  and  standard  of  living,  we  are  not  going  to  be  able  to  compete  in  the 
foreign  markets,  for  the  people  who  come  here  and  exhibit  at  our  trade  fair 
can  undersell  us.  Is  that  not  the  situation?  Why  should  we  encourage  them  to 
come  over  here  and  advertise  the  fact  that  they  can  undersell  us? 

Mr.  McKay- Smith:  There  is  one  other  advantage  that  has  come  out  of  the 
trade  fairs  in  the  circumstances  to  which  you  are  referring.  Canadian  com¬ 
panies — and  I  cannot  say  that  any  textile  companies  have  done  this — have  made 
arrangements  with  these  exporters  to  produce  the  exporters’  goods  in  Canada. 
It  may  be  an  arrangement  covering  the  whole  or  partial  manufacture,  but 
there  have  been  a  great  many  very  profitable  unions  made  in  that  way.  I  do 
not  know  the  exact  figure — perhaps  Mr.  Spiro  may  know  them. 

Mr.  Spiro:  I  am  not  quite  sure  about  the  textile  industry,  but  there  are  a 
number  of  industries  which  have  been  established  by  reason  of  the  fact  that 
the  exhibitors  have  first  visited  our  trade  fair  and  then  either  made  a  licensing 
arrangement  here  or  opened  up  a  branch  in  Canada.  I  am  not  a  textile  man 
myself,  but  we  must  not  forget  that  some  industries  have  perhaps  been  a  little 
bit  lacking  in  progress,  and  may  therefore  benefit  by  the  trade  fairs  through 
seeing  what  other  countries  can  produce  by  utilizing  new  materials  such  as 
orlin  synthetic  fibres,  and  make  up-to-date  designs. 

I  believe,  Mr.  Chairman,  if  the  honourable  senators  had  an  opportunity 
to  talk  to  such  people  as  buyers  of  big  chain  and  departmental  stores  in  Canada, 
they  would  perhaps  find  an  explanation  for  the  difficulties  of  the  Canadian 
textile  industry  today. 

Hon.  Mr.  Euler:  May  I  ask  a  further  question  related  to  the  textile 
industry?  Certainly  the  textile  people  are  on  a  spot;  and  we  have  heard  very 
serious  complaints  about  the  imports  coming  in  from  the  United  States,  with 
the  result  that  during  the  past  session  we  enacted  legislation  which  was 
directed  at  tightening  up  the  dumping  laws.  Has  that  been  of  any  value? 

Mr.  McKay-Smith:  To  a  limited  degree,  I  believe  it  has. 

Hon.  Mr.  Euler:  You  know  what  I  am  referring  to. 

Mr.  MacKay-Smith:  Yes.  That  is  the  case  for  a  limited  time.  It  is  out 
of  season  selling. 

Hon.  Mr.  Euler:  You  spread  it  over  a  six  months’  period — the  prices? 

Mr.  MacKay-Smith:  I  believe  that  measure  brought  in  by  the  federal 
government  has  included  that. 
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Hon.  Mr.  Euler:  I  have  heard  it  said  that  it  did  not  do  very  much  good 
although  I  sponsored  the  bill  myself  in  the  Senate. 

Mr.  MacKay- Smith:  It  is  very  difficult  to  put  your  finger  on  this  question 
of  dumping,  unless  you  have  actual  proof. 

Mr.  MacDougall:  When  this  new  law  was  enacted  it  was  felt  that  it 
would  probably  take  two  years  to  feel  the  effects  of  it. 

Hon.  Mr.  Turgeon:  Are  the  textile  people  members  of  this  organization? 

Hon.  Mr.  Euler:  Our  textile  people  do  not  export  very  much. 

Mr.  MacKay- Smith:  No,  but  they  tried. 

Hon.  Mr.  Beaubien:  Mr.  Chairman,  does  it  not  all  come  down  to  this,  that 
if  you  are  going  to  export  manufactured  products  or  any  other  commodities, 
the  country  that  you  export  to  must  pay  you  by  their  exports.  Does  it  not  all 
come  down  to  that? 

The  Chairman:  Correct. 

Hon.  Mr.  Beaubien:  We  are  now  selling  a  lot  of  wheat  to  Japan.  I  think 
we  have  developed  a  market  in  Japan  for  wheat,  which  is  very,  very  important. 
A  large  delegation  from  the  Canadian  Wheat  Board  and  the  Canadian  wheat 
pools  took  a  trip  to  Japan  recently  and  only  this  morning  I  saw  the  president 
of  the  Manitoba  Wheat  Pool,  Mr.  W.  J.  Parker,  and  he  was  telling  me  of  the 
possibilities  of  a  market  for  wheat  in  Japan.  He  said  that  the  possibilities  are 
tremendous.  In  fact,  he  told  me  this  morning  that  there  are  greater  milling 
facilities  in  Japan  than  in  Canada.  Of  course,  those  facilities  are  not  all  operat¬ 
ing,  but  the  facilities  are  there.  Pie  said  also  that  Japan  is  importing  a  lot  of 
barley.  The  Japanese  have  managed  to  perfect  a  process  which  will  separate 
the  hull  from  the  barley  grain,  and  the  barley  is  mixed  with  rice  to  make  a 
very  nourishing  food.  Now,  if  we  are  going  to  continue  to  enjoy  that  market 
for  wheat,  which  is  very,  very  important  to  the  whole  western  world,  we 
certainly  will  have  to  import  goods  from  Japan  in  order  to  be  paid,  and  if 
Japan  can  produce  textiles  cheaper  than  our  own  over-industralized  textile 
plants,  why  should  we  not  import  those  textiles  in  payment  for  our  wheat, 
seeing  that  production  and  exportation  of  wheat  is  very  essential  to  this  country. 

The  Chairman:  I  think  it  is  fundamental  that  a  country  is  only  able  to 
pay  for  what  it  imports  by  its  exports.  Money  does  the  bookkeeping,  but  that 
is  all.  I  would  like  to  hear  a  word  along  the  lines  of  what  Senator  Burchill 
brought  up,  having  to  do  with  a  question  that  is  being  studied  in  the  United 
States,  whether  profits  made  in  foreign  countries  by  the  exportation  of  lumber 
or  potatoes  are  to  be  taxed  less  than  profits  made  internally.  In  your  opinion, 
Senator  Burchill,  would  that  help  the  lumber  business?  Or  would  it  help 
the  potato  business,  Senator  Pirie? 

Hon.  Mr.  Burchill:  It  would  be  difficult  to  segregate  the  profits.  It  would 
be  a  real  accounting  job,  and  I  do  not  know  just  how  it  could  be  done. 

Hon.  Mr.  Euler:  That  would  be  class  legislation  too. 

Mr.  MacKay-Smith:  We  are  happy  to  know  that  there  will  be  some  dis¬ 
cussion  on  this  point.  We  believe  there  should  be  an  incentive  given  to 
exporters,  the  same  as  is  given  to  exporters  of  other  countries,  and  we  inserted 
that  suggestion  in  our  brief  as  a  provocative  statement  to  bring  about  a 
discussion. 

The  Chairman:  I  do  not  see  why  it  could  not  be  done  on  foreign  or  export 
business.  What  do  you  think  along  that  line,  Senator  Pirie? 

Hon.  Mr.  Pirie:  Well,  I  do  not  know,  but  I  am  sure,  Mr.  Chairman,  as  far 
as  my  experience  in  the  export  trade  and  the  shipping  of  commodities  is 
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concerned,  which  we  specialize  in,  I  have  to  do  the  needle  work  myself.  I  do 
not  think  it  can  be  done  through  the  Canadian  Exporters  Association.  I  have 
to  visit  foreign  countries  and  do  the  missionary  work  myself. 

The  Chairman:  But  I  am  referring  to  the  question  of  lowering  taxes  on 
profits  made  in  export  trade. 

Hon.  Mr.  Pirie:  Well,  it  is  very  competitive  business  and  we  run  into 
very  keen  competition  from  the  United  States.  For  instance,  in  Cuba  the 
United  States  has  a  preferential  tariff  over  us.  We  have  to  try  and  meet 
that  competition  by  cargo  shipments  instead  of  car  shipments,  and  it  is 
very  difficult  to  do  it.  But  I  will  say  that  if  you  establish  confidence  in  the 
people  who  are  using  your  goods  in  the  export  market,  I  think  that  that  is 
half  the  battle.  I  do  not  know  too  much  about  it,  though. 

The  Chairman:  I  am  sure  that  you  will  get  much  keener  competition 
when  the  United  States  lowers  their  taxes  on  profits  that  are  made  through 
trading  with  foreign  countries. 

Hon.  Mr.  Pirie:  The  recommendations  of  the  association  are  in  their  brief 
and  I  think  the  Canadian  Exporters’  Association  can  do  a  wonderful  job  in 
matters  like  that.  I  do  not  think  there  is  any  objection  to  that  at  all. 

The  Chairman:  Mr.  MacKay-Smith,  have  you  anything  to  say  on  that? 

Mr.  MacKay-Smith:  I  would  like  to  confirm  Senator  Pirie’s  beliefs  about 
having  to  do  it  yourself.  We  are  desperately  trying  to  get  presidents  and 
directors  of  companies  to  become  conscious  of  that.  Too  many  companies 
today  try  to  do  export  business  by  sitting  at  home  and  writing  a  letter.  We 
try  to  convince  them  that  they  should  travel  abroad.  We  say  that  you  have 
to  go  abroad  and  sell  it  yourself,  that  we  cannot  do  it  for  you.  I  think  that 
Mr.  MacDougall  has  just  returned  from  a  trip  around  the  world  selling  his 
products.  That  is  really  the  only  way  it  can  be  done.  You  have  to  show 
aggressiveness  in  selling  your  own  products. 

Hon.  Mr.  Euler:  Were  you  serious  when  you  said  that  freight  rates  should 
be  reduced  on  export  business?  Do  you  think  that  is  possible  in  face  of  the 
constant  increases  in  freight  rates? 

Mr.  MacKay-Smith:  I  would  say  that  many  contributions  have  to  be 
made  to  make  export  business  successful,  and  one  is  freight  rates.  The  rail¬ 
ways  are  not  now  getting  as  much  traffc  as  they  did  when  large  exports  were 
being  handled  by  them.  There  is  a  meeting  point  for  freight  rates  on  exports 
that  would  give  us  a  more  competitive  position  abroad. 

The  Chairman:  A  greater  volume  would  result? 

Mr.  MacKay-Smith:  Yes,  Mr.  Chairman,  a  greater  volume. 

Hon.  Mr.  Euler:  Of  course  we  do  have  reduced  freight  rates  to  and  from 
the  Maritimes. 

Hon.  Mr.  Turgeon:  And  the  same  treatment  is  given  to  wheat  producers 
and  shippers,  and  a  good  many  other  shippers  are  becoming  fearful  that  re¬ 
duced  freight  rates  on  export  commodities  may  have  the  effect  of  increasing 
freight  rates  on  commodities  produced  for  domestic  consumption.  Mind  you, 
I  am  not  arguing  against  it  but  I  am  just  offering  you  that  thought.  Is 
that  thinking  not  prevalent  in  British  Columbia? 

Mr.  MacKay-Smith:  We  believe  today  that  the  Canadian  economy  can¬ 
not  support  existing  industries  in  Canada  and,  therefore,  we  must  have  sub¬ 
stantial  exports. 

The  Chairman:  What  percentage  of  over-capacity  would  you  say  that  it  is? 

Mr.  MacKay-Smith:  It  is  as  much  as  twenty-five  per  cent.  As  a  matter  of 
fact,  I  think  you  will  find  that  we  are  more  dependent  on  export  trade  than 
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any  other  country  in  the  world  and  if  we  do  not  export  the  domestic  buyer 
is  not  going  to  be  there — he  is  going  to  be  out  of  work.  That  is  what  we 
are  trying  to  point  out  to  the  labour  unions  in  various  discussions. 

Hon.  Mr.  Turgeon:  Suppose  that  the  railway  companies  were  to  answer 
you  by  saying  if  certain  freight  rates  are  reduced,  they  will  have  to  make 
up  what  they  would  call  a  loss  by  increasing  freight  rates  on  other  commodities. 
How  would  you  meet  that? 

Mr.  MacKay- Smith:  It  happens  in  other  countries — for  instance,  you  will 
find  in  agreements  made  by  steamship  companies  from  Europe  and  the  United 
Kingdom  that  the  rates  for  like  commodities  from  East  to  West  are  lower 
than  those  of  similar  commodities  which  are  purchased  from  Canada  and 
shipped  from  West  to  East.  This,  of  course,  helps  make  the  European  com¬ 
modity  much  more  competitive.  It  is  one  of  the  incentives  and,  I  think  you 
will  find,  it  is  fairly  common  practice. 

Mr.  Ferrie:  The  remark  was  made  a  few  minutes  ago,  concerning  the 
ports  of  Halifax  and  Saint  John,  that  if  the  railways  could  offer  some  induce¬ 
ment  on  freight  rates  the  volume  of  traffic  going  through  those  ports  would 
be  increased,  by  diverting  it  from  the  port  of  New  York.  In  that  way  the 
railways  would  get  a  great  volume  of  traffic.  It  is  not  necessarily  the  case 
that  rates  are  lower  from  New  York  than  from  Halifax  and  Saint  John, 
but  there  is  a  lot  of  traffic  going  through  New  York  which  should  go  through 
our  Canadian  harbours  and  ports. 

Hon.  Mr.  Pirie:  But  you  can  get  a  ship  every  day  in  the  week  out  of  New 
York,  and  you  would  have  to  charter  a  ship  if  you  wanted  to  get  it  out  of 
Halifax  or  Saint  John. 

Mr.  Ferrie:  That  is  true.  I  think  an  increased  volume  of  exports  would 
remedy  that  situation. 

Hon.  Mr.  Isnor:  I  wonder  if  I  may  ask  another  question.  I  was  interested 
in  what  Mr.  MacKay-Smith  said  as  to  there  being  no  direct  sailings  to  Canada 
from  the  potential  countries  of  supply,  and  his  endeavours  to  correct  the  situa¬ 
tion.  Did  I  understand  you,  Mr.  MacKay-Smith,  during  your  remarks  to 
indicate  that  you  had  made  representations  to  the  Canadian  Government  in 
reference  to  C.N.S.  or  any  other  lines? 

Mr.  MacKay-Smith:  Yes,  we  have.  The  statement  was  made  in  the  press 
by  the  Minister  of  Transport  or  a  representative  of  the  department  that 
C.N.S.  might  discontinue  that  service  because  it  is  unprofitable,  and  we  have 
made  representations  to  the  Department  of  Trade  and  Commerce  that  the 
Exporters’  Association  take  a  very  dark  view  of  that,  and  we  want  the  service 
maintained;  if  not  by  C.N.S.,  by  some  other  line. 

Hon.  Mr.  Isnor:  That  is  what  I  wanted  to  bring  out  in  the  open.  I  am 
inclined  to  think  that  the  lack  of  trade  is  partly  our  own  fault.  We  were 
shipping  goods,  as  I  mentioned  before,  to  American  ports  in  these  C.N. 
steamships,  which  were  not  only  calling  at  Montreal  and  Halifax  but  calling 
at  Boston  and  picking  up  a  large  amount  of  freight  which  rightly,  I  believe, 
belonged  to  ports  such  as  Halifax  and  Saint  John.  I  would  like  to  bring 
that  to  your  attention  so  that  stress  may  be  laid  on  it  in  the  future.  I  am  of 
course  strongly  of  the  opinion  that  the  C.N.  steamships  which  are  operating 
at  present  are  not  of  the  right  type,  that  there  should  be  another  type  of  ship 
to  look  after  our  Canadian  business.  I  am  in  accord  with  your  thought  in 
this  matter. 

The  Chairman:  Senator  Campbell,  you  are  interested  in  shipping.  Is 
there  anything  you  would  like  to  comment  on? 
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Hon.  Mr.  Campbell:  I  might  say  that  the  whole  shipping  situation  looks 
about  as  pessimistic  as  it  has  been  in  Canada  for  thirty-five  or  forty  years.  By 
June  of  this  year  we  will  have  fewer  ships  operating  under  the  Canadian  flag 
than  there  have  been  for  thirty-five  years,  and  the  likelihood  is  that  there 
will  be  continuing  deterioration  in  this  matter.  Of  course  you  cannot  make 
any  firm  long-term  contracts  with  foreign  ships,  and  you  canont  depend  upon 
foreign  ships  continuing  their  service  when  more  profitable  business  originates 
elsewhere.  It  seems  to  me  that  until  a  very  definite  shipping  policy  is  laid 
down  in  Canada  there  is  not  a  great  deal  you  can  do  to  help  out  in  the  move¬ 
ment  of  goods  through  Canadian  ports.  A  number  of  companies  have  attempted 
to  meet  this  situation,  by  encouraging  foreign  ships  to  come  in  on  a  liner 
basis,  calling  at  Canadian  ports,  to  render  a  service  which  in  my  opinion  should 
be  rendered  by  Canadian  shipping,  if  you  look  at  it  over  a  period  of  many 
years;  and  I  feel  that  since  we  are  so  dependent  upon  exports,  it  is  extremely 
important  that  we  have  some  shipping  policy  so  that  we  know  whether  there 
is  going  to  be  a  Canadian  mercantile  marine  or  there  is  not.  Everyone  realizes 
that  the  differential  in  wages  is  so  great  between  foreign  ships  and  Canadian 
flag  ships  that  at  today’s  rates  it  is  simply  impossible  for  Canadian  flag  ships 
to  continue  to  operate  and  meet  their  fair  operating  costs.  I  do  not  know 
whether  that  is  any  help,  Mr.  Chairman. 

The  Chairman:  Very,  very  good,  Senator. 

Hon.  Mr.  Campbell:  I  would  like  to  ask  Mr.  MacKay- Smith  one  thing 
about  the  tax  situation.  It  rather  appeals  to  me  that  there  may  be  some  benefit 
to  be  gained  from  a  drawback  on  taxes  paid  on  goods  manufactured  in  Canada 
and  shipped  abroad,  and  I  think,  if  you  look  into  the  situation,  you  will  find 
that  Germany  has  taken  quite  a  substantial  step  in  that  direction.  I  was 
wondering  whether  the  association  had  made  any  studies  to  ascertain  what 
cost  element  in  the  manufacture  of  goods  is  represented  by  taxes. 

Mr.  MacKay-Smith:  We  have  gone  about  it  in  a  little  different  way.  We 
are  making  a  study  right  now  of  all  the  incentives,  unofficial  or  official,  given 
by  other  countries  to  their  exporters.  We  want  to  eventually  present  that  to 
various  departments  of  our  government  to  work  out  some  sort  of  incentive. 
I  think  you  are  perfectly  right  about  Germany.  We  are  going  into  what  can 
be  done  here.  We  have  used  it,  as  I  said  before,  as  rather  a  provocative  point 
to  get  people  to  talk  about  it,  so  that  people  will  think;  because  the  moment 
you  mention  taxes  to  the  government  they  say,  “Oh,  no,  we  would  not  do 
anything  like  that”. 

Hon.  Mr.  Campbell:  Is  there  not  a  provision  now  for  a  drawback  on 
duties  paid  with  respct  to  any  element  which  goes  into  the  manufacture  of 
goods  for  export? 

Mr.  Brown:  You  are  quite  right.  If  we  bring  in  merchandise  from  the 
United  States  and  incorporate  it  in  a  product  we  cam  get  a  drawback  on  duty. 

Hon.  Mr.  Campbell:  Therefore  you  have  got  a  precedent  in  that  respect, 
and  you  have  got  a  formula  for  handling  it,  and  it  seems  to  me  that  the  same 
procedure  might  be  applied  where  the  manufacturer  would  apply  for  a  draw¬ 
back  on  the  tax  element  in  his  cost,  if  it  could  be  ascertained.  If  there  are  any 
hidden  or  indirect  taxes  in  our  whole  economy  in  Canada,  you  would  probably 
be  confined  to  certain  direct  taxes;  that  is,  a  drawback  with  respect  to  certain 
direct  taxes.  It  seems  to  me  that  that  might  be  quite  an  incentive  to  manu¬ 
facturers  to  seek  foreign  markets,  and  it  would  also  enable  them  to  meet 
competition  in  prices  in  many  respects.  There  is  one  further  question  which 
I  should  like  to  ask.  I  was  wondering  if  the  association  ever  discussed  or 
considered  the  benefits  of  establishing  a  free  port  in  Canada? 
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Mr.  MacK ay- Smith:  I  think  our  recommendation  in  our  brief  for  tax-free 
purchases  for  tourists  is  tantamount  to  that.  When  we  first  made  this  sugges¬ 
tion  the  press  announced  “Canadian  Exporters  Association  recommend  making 
Canada  a  free  port”. 

Some  Hon.  Senators:  Oh,  oh. 

Mr.  MacKay- Smith:  We  are  at  the  present  time  writing  a  brief  to  present 
to  interested  federal  officials  on  this  subject,  but  we  have  not  talked  about  a 
specific  port  as  being  a  free  port.  I  suppose  that  this  could  carry  on  beyond 
just  tourist  trade.  What  we  have  suggested  in  our  brief  is  a  free  port  in  that 
sense,  because  of  the  legislation  Senator  Campbell  is  speaking  about.  I  mean, 
you  can  bring  in  a  machine  from  Germany  and  sell  it  to  an  American  and  get 
a  drawback. 

Hon.  Mr.  Campbell:  I  think  there  is  a  free  port  in  Rotterdam.  There  are 
many  free  ports  in  the  world. 

Mr.  MacKay-Smith:  We  have  not  taken  it  up  on  that  basis,  sir. 

The  Chairman:  Do  free  ports  operate  in  the  United  States  now? 

Mr.  MacKay-Smith:  Yes,  sir. 

The  Chairman:  Well,  if  the  United  States  can  offer  them  perhaps  we  can 
do  likewise. 

Mr.  Spiro:  The  free  port  in  New  York  City  has  been  maintained  for  a 
number  of  years  mainly  for  the  purpose  of  carrying  out  certain  manufacturing 
operations  within  the  confines  of  the  particular  free  zone.  For  instance, 
American  watch  manufacturers  are  importing  the  movements  from  Switzerland 
and  the  cases  for  the  watches  from  the  United  States  into  the  free  zone,  where 
they  are  assembled.  Then  when  they  bring  the  completed  watches  into  the 
United  States  they  only  have  to  pay  customs  duty  on  those  watches.  If  they 
are  left  in  the  free  zone  and  then  re-exported  to,  say,  Mexico,  they  do  not 
have  to  go  through  the  customs  procedure  at  all.  I  think  there  is  a  free  port 
in  New  Orleans  and  there  is  one  in  the  Republic  of  Panama.  A  free  zone  was 
opened  there  about  two  years  ago  and  many  well-known  international  com¬ 
panies,  such  as  Gillette  Razor  Blade  Company,  have  set  up  small  manufacturing 
operations  in  that  zone.  They  import  parts  from  the  United  States  and  other 
parts  from,  say,  England,  and  export  the  finished  product  to  various  world 
markets. 

Hon.  Mr.  Isnor:  I  think  that  our  bonding  system  takes  care  of  many  of 
the  problems  that  are  now  taken  care  of  by  these  expensive  operations  in  free 
zones  or  free  ports. 

Mr.  Spiro:  I  believe  you  can  open  up  a  bonded  warehouse  where  you 
can  also  carry  on  certain  manufacturing  operations.  I  do  not  believe  anybody 
would  have  any  difficulty  in  doing  this,  and  it  would  obviate  the  necessity  for 
opening  up  a  whole  free  port. 

The  Chairman:  I  should  like  to  thank  the  directors  o|  the  Canadian 
Exporters  Association  for  having  come  here  to  present  their  fine  brief  and  to 
answer  our  questions.  The  Canadian  Exporters  Association  has  carried  on 
invaluable  work  in  their  field,  and  their  efforts  have  done  much  to  improve 
Canadian  economy.  We  have  often  heard  it  said  that  England  must  export 
in  order  to  live.  I  believe  that  about  17  per  cent  of  English  goods  are  exported. 
In  the  United  States  I  think  6  or  7  per  cent  of  the  goods  are  exported,  but  here 
in  Canada  over  25  per  cent  of  our  goods  are  exported.  Therefore  it  can  be 
easily  seen  what  an  effect  it  would  have  on  our  economy  if  even  a  small 
portion  of  our  export  trade  was  lost.  Thank  you  again  gentlemen  for  having 
appeared  before  our  committee  this  morning. 

Whereupon  the  committee  adjourned. 
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V  aillancourt —  ( 28 ) 

*  ex  officio  member. 


35  Members. 


(Quorum  7) 


ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Tuesday,  February 
23,  1954:  — 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  flie  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically 
between  the  countries  who  are  signatories  to  the  North  Atlantic 
Treaty,  can  be  co-ordinated  with  the  trade  policies  of  other  countries 
of  the  free  world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty 
whereby  “The  Parties  agree  that  an  armed  attack  against  one  or 
more  of  them  in  Europe  or  North  America  shall  be  considered  an 
attack  against  them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or 
individuals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry.” 

L.  C.  MOYER, 

Clerk  of  the  Senate. 
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MINUTES  OF  PROCEEDINGS 


Thursday,  May  27,  1954. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  11.00  a.m. 

Present:  The  Honourable  Senators  McLean,  Chairman;  Baird,  Daigle 
Euler,  Gouin,  Haig,  Howard,  Kinley,  Lambert,  McDonald,  McKeen,  Paterson, 
Turgeon  and  Vaillancourt — 14. 

In  attendance:  the  official  reporters  of  the  Senate. 

Consideration  of  the  Order  of  Reference  of  February  23,  1954,  was 
resumed. 

Mr.  R.  M.  Fowler,  President,  Canadian  Pulp  and  Paper  Association,  was 
heard. 

Further  consideration  of  the  order  of  reference  was  postponed. 

- 

At  12.35  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

JOHN  A.  HINDS, 

Assistant  Chief  Clerk  of  Committees . 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Thursday,  May  27,  1954. 

The  Standing  Committee  on  Canadian  Trade  Relations,  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries 
of  the  free  world,  met  this  day  at  11  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  we  will  call  the  meeting  to  order. 
As  usual,  I  do  not  think  it  necessary  to  read  the  resolution  with  which  this 
committee  is  charged.  As  honourable  senators  know,  it  is  based  on  Articles 
II  and  V  of  the  North  Atlantic  Treaty. 

We  are  honoured  to  have  with  us  this  morning  Mr.  R.  M.  Fowler,  President 
of  the  Canadian  Pulp  and  Paper  Association.  This  association  is  one  of  the 
most  outstanding  business  organizations  in  Canada,  and  by  far  the  larger 
portion  of  the  products  of  its  industry  are  sent  to  countries  outside  Canada. 
I  believe  its  exports  in  paper  exceed  90  per  cent  of  its  production.  The  industry 
has  done  a  great  amount  of  pioneer  work  in  introducing  pulp  and  paper  pro¬ 
ducts  to  many  countries  of  the  world.  In  their  broad  experience^  they  fully 
realize  the  harmful  effects  of  restrictions  on  trade  and  commerce  such  as 
embargoes,  inconvertibility,  licences,  bulk  buying,  quotas,  etc.,  especially  as 
they  apply  throughout  the  British  Empire  and  NATO  countries  together  with 
the  rest  of  the  free  world. 

I  understand  Mr.  Fowler,  the  President  of  the  association,  has  a  brief 
which  he  will  first  present  to  us,  and  there  will  then  follow  a  question  period 
in  which  all  honourable  senators  may  participate  and  ask  Mr.  Fowler  any 
questions  they  have  in  mind  in  order  to  clarify  the  subject  or  give  further 
information.  I  will  call  on  Mr.  Fowler. 

Mr.  R.  M.  Fowler  ( President ,  Canadian  Pulp  and  Paper  Association ) :  Mr. 
Chairman  and  honourable  senators,  first  may  I  apologize  for  coming  to  you 
rather  late  in  your  hearings.  We  had  hoped  I  could  attend  at  an  earlier  date, 
but  for  one  reason  and  another  that  was  not  possible.  I  do  hope  I  have  not 
misconceived  the  purpose  of  your  committee  in  what  you  hope  to  get  from 
me.  I  might  have  brought  with  me  some  members  of  the  industry,  but 
frankly  in  our  talks,  Mr.  Chairman,  I  understood  that  you  wanted  a  brief  from 
me  and  a  sort  of  informal  chat.  I  apologize  for  the  length  of  my  brief,  because 
in  preparing  it  rather  hurriedly  I  was  not  able  to  condense  it  as  I  otherwise 
might  have.  It  is  a  personal  memorandum  in  the  sense  that  while  I  am 
President  of  the  Canadian  Pulp  and  Paper  Association  and  the  Newsprint 
Association,  and  therefore  in  close  touch  with  the  facts  of  the  industry  and  the 
men  in  it,  I  have  not  cleared  the  memorandum  directly  with  them  or  taken 
it  before  the  board  of  our  association.  In  that  sense  it  is  personal  to  me. 
I  will  not  attempt  to  read  the  entire  brief,  but  I  will  go  over  it  and  speak 
to  it,  and  deal  with  the  pulp  and  paper  industry  in  the  Canadian  economy. 

Since  the  terms  of  reference  of  this  Commitee  refer  specifically  to  Article  2 
of  the  North  Atlantic  Treaty,  it  may  be  interesting  to  look  at  Canada’s  trade  in 
pulp  and  paper  commodities  within  the  NATO  group  of  countries.  Since  there 
is  little  pulp  or  paper  imported  into  Canada  the  export  figures  are  more 
important. 
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In  1953,  80-4  percent  of  all  Canadian  exports  went  to  other  countries  in 
the  NATO  group.  For  pulp  and  paper  commodities  94  percent  went  in  1953  to 
other  NATO  countries.  The  break-down  is  even  more  significant.  In  that 
year  58  •  7  percent  of  Canadian  exports  went  to  the  United  States  while  88  per¬ 
cent  of  pulp  and  paper  exports  by  Canada  went  to  the  United  States.  On  the 
other  hand  21*7  percent  of  all  Canadian  exports  were  made  to  the  European 
members  of  NATO,  while  only  6  percent  of  pulp  and  paper  exports  went  to  the 
United  Kingdom  and  other  European  members  of  the  Atlantic  Community. 


BREAKDOWN  OF  CANADIAN  EXPORT  TRADE 
WITH  NATO  COUNTRIES 

All  Exports  Pulp  &  Paper  Commodities 


Trade  With: 

1952 

1953 

1953 

U.S. 

53-6 

58-7 

88-0 

European  NATO 

24-5 

21*7 

6*0 

Total  NATO 

78-1 

80-4 

94-0 

These  percentages  reflect  two  things — the  predominant  importance  of  news¬ 
print  and  .pulps  in  our  exports  to  the  United  States,  and  the  curtailment  of 
normal  or  average  imports  of  pulp  and  paper  commodities  by  the  non-dollar 
members  of  the  group.  The  total  trade  in  pulp  and  paper  has  grown  substan¬ 
tially  in  volume  since  before  the  War,  but  the  emphasis  has  shifted  as  a  result 
of  the  major  upsurge  of  U.S.  demand  and  the  relatively  low  priority  accorded 
by  other  countries  to  pulp  and  paper  products  in  the  allocation  of  dollars  that 
your  Chairman  has  referred  to.  Recently  there  has  been  some  indication  that 
the  emphasis  is  shifting  back,  and  that  should  be  interesting.  There  are  one 
or  two  instances  of  that  later  on  in  the  memorandum.  U.S.  demand  for  news¬ 
print  is  still  rising  but  at  a  more  gradual  rate  than  in  the  last  eight  years  and 
U.S.  demand  for  Canadian  pulps  has  fallen  from  its  peak  in  1951  and,  with  the 
rapid  expansion  of  U.S.  domestic  pulp  capacity,  seems  unlikely  to  grow  very 
rapidly  in  the  near  future.  On  the  other  hand,  as  dollars  are  becoming  more 
plentiful  in  the  European  members  of  NATO  and  as  their  economies  improve, 
wartime  rationing  and  currency  restrictions  are  being  gradually  relaxed  and 
even  commodities  that  have  had  a  low  priority  for  dollar  allocations  are  begin¬ 
ning  to  get  dollars  if  buyers  wish  to  obtain  them.  This  does  not  necessarily 
mean  that  more  pulp  and  paper  will  be  bought  by  non-dollar  countries  from 
Canada — these  Canadian  products  may  or  may  not  be  competitive  in  these 
markets  and  that  is  a  matter  to  be  discussed  later.  But  at  least  the  opportunity 
is  there  as  artificial  restrictions  in  the  importing  countries  are  removed,  and 
that  is  not  the  situation  we  have  had  over  the  past  eight  years. 

There  is  a  possibility  that  the  discussion  of  exports — which  I  know  is  your 
major  interest  in  this  committee — will  distort  the  picture  of  Canada’s  pulp  and 
paper  industry  which  this  Commitee  may  form.  The  industry  is  divided  into 
two  main  classes,  between  those  commodities  (such  as  newsprint  and  pulps) 
which  generally  move  in  world  trade  without  encountering  tariff  barriers  and 
all  other  commodities  (including  fine  papers,  paperboard,  wrapping  papers  and 
specialties)  which  in  the  markets  of  the  world  generally  face  substantial  tariff 
walls. 

The  latter  group  are  predominantly  industries  to  supply  the  domestic  needs 
of  Canada  and  have  enjoyed  only  a  small  percentage  of  exports  mainly  with 
other  Commonwealth  countries;  but  this  margin  over  domestic  requirements 
will  later  be  shown  in  this  memorandum  to  have  an  important  significance 
today.  For  the  “free  trade”  group  of  newsprint  and  pulps — about  92  or  93  per 
cent  of  our  newsprint  is  exported — these  branches  are  predominantly  export 
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industries  and  provide  a  major  percentage  of  Canada’s  earnings  in  other 
countries.  The  trading  problems  of  the  two  groups  are  naturally  different  and 
will,  as  much  as  possible,  be  discussed  separately,  but  before  entering  that 
discussion,  I  want  to  touch  briefly  on  the  place  of  the  industry  in  our  domestic 
economy. 

The  next  paragraph  of  the  brief  is  one  that  I  have  written  so  many  times, 
that  it  almost  is  boring,  but  if  you  have  not  heard  this  before,  it  will  reveal 
to  you  the  place  that  Canada’s  pulp  and  paper  industry  plays  in  the  Canadian 
economy. 

For  the  industry  as  a  whole,  the  -contribution  to  our  economy  is  a  major 
one  and  a  few  statistics  will  indicate  this  clearly.  There  are  130  pulp  and 
paper  mills  in  Canada,  employing  nearly  68,000  regular  workers  (apart  from 
seasonal  or  part  time  workers  in  the  woods)  and  producing  goods  worth  some 
$1*1  billion  to  $1-2  billion  a  year.  The  industry  pays  to  mill  workers  and  to 
woods  workers  some  $368  million  dollars  annually,  and  the  transportation 
bill  is  $200  million  a  year.  Among  Canadian  industries  pulp  and  paper  ranks 
first  in  capital  invested,  first  in  employment,  first  in  total  wages  paid,  first  in 
value  of  production,  and  first  in  value  of  exports.  We  calculate,  directly  and 
indirectly,  pulp  and  paper  operations  generate  one  of  every  eight  dollars  of 
the  income  of  every  Canadian. 

In  the  export  field,  I  have  already  described  briefly  the  overall  pattern  of 
pulp  and  paper  exports  to  the  United  States  and  other  NATO  countries.  It 
should  be  noted,  too,  that  in  the  export  of  goods  from  Canada,  the  pulp  and 
paper  industry  accounts  for  15  per  cent  of  all  Canadian  exports  by  value  and 
23  per  cent  of  all  commodity  exports  to  the  United  States— very  nearly  one 
in  every  four  of  the  trading  dollars  with  the  United  States.  Thus,  the  role  of 
the  Canadian  pulp  and  paper  industry  in  Canada’s  foreign  trade  picture  is 
large  indeed.  But  if  we  are  to  understand  this  role  and,  perhaps  more 
important,  if  we  are  to  consider  what  this  role  can  become  in  the  future,  it 
will  be  helpful  to  begin  by  tracing  the  development  of  the  industry  to  its 
present  position. 

The  Trend  of  Pulp  &  Paper  Demand  and  the  Forest  Assets  of  Canada 

Taking  a  look  first  at  the  very  long-run  trend  of  World  demand  for  paper 
products,  probably  the  best  measure  is  the  trend  of  World  wood-pulp  produc¬ 
tion,  since  wood-pulp  is,  almost  universally,  the  basic  raw  material.  In  1913, 
this  production  figure  was  just  under  9  million  tons,  against  a  figure  of  about 
36£  million  tons  in  1952.  In  this  period  production — and  therefore  demand — for 
paper  products  has  increased  about  fourfold.  It  is  interesting  to  note  that  this 
is  the  period  in  which  the  Canadian  pulp  and  paper  industry  grew  to  world 
prominence:  its  production  in  1952  was  10  times  as  large  as  in  1913  and,  in 
1952,  its  production  was  roughly  25  per  cent  of  the  world  total. 

There  are  two  points  about  this  growth.  First,  there  were  great  changes 
in  the  location  of  world  production  within  the  period,  and  secondly,  the  over¬ 
all  growth  of  production  and  demand — particularly  if  it  is  to  continue — raises 
the  question  of  the  adequacy  of  the  World’s  forest — or  more  accurately,  fibrous 
— resources. 

On  the  first  point — the  location  of  production — I  have  just  mentioned  the 
tenfold  increase  in  Canadian  production  in  the  forty  years  1913-52.  U.S. 
production  was  6  times  greater  in  the  latter  year.  The  U.S.  is  the  world’s 
largest  producer  of  woodpulp,  with  40  per  cent  of  world  total  in  1952.  These 
two  countries — Canada  and  the  U.S. — now  account  for  about  §  of  world  wood- 
pulp  production.  On  the  other  hand,  wood-pulp  production  in  the  3  Scandinavian 
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countries,  Finland,  Norway  and  Sweden,  was  only  If  times  greater  in  1952 
than  in  1913,  and  in  all  other  countries  rose  by  just  60  per  cent  over  the 
40  years  under  review. 

The  point  which  stands  out  is  the  pronounced  shift  of  the  principal  location 
of  pulp  and  paper  production  to  North  America.  There  are  three  main  reasons 
for  this. 

(a)  Demand  for  pulp  and  paper  products  in  North  America: 

First,  the  shift  occurred  because  of  the  relative  growth  and  size  of  the 
demand  for  pulp  and  paper  products  on  this  continent  and  particularly  in  the 
U.S.  The  North  American  market  how  uses  annually  about  375  lbs.  of  paper 
products  per  person — 400  lbs.  per  capita  in  the  U.S.  and  250  lbs.  per  capita  in 
Canada.  For  the  rest  of  the  world,  the  figure  is  about  15  lbs.  per  capita  per 
year.  Of  course,  this  average  is  deceptive:  in  many  countries  consumption  is 
only  a  fraction  of  even  this  low  average  figure — I  think  the  consumption  in 
India  is  something  of  the  order  of  one  pound  per  person  per  annum — but  in 
the  highest-consumption  overseas  countries  use  per  person  probably  does  not 
exceed  150  lbs.,  or  §  of  the  Canadian  figure.  The  action  of  demand  on  pro¬ 
duction  has  been  a  large  factor  in  the  shift. 

(b)  Effects  of  World  War  II  on  world  pulp  and  paper  production: 

Secondly,  the  shift  was  accelerated  by  the  effects  of  War  II  upon  the 

European  paper  industries — principally  the  industries  of  the  present  NATO 
countries.  Taking  newsprint  as  a  case  in  point,  in  1935-9  the  12  NATO 
countries  (i.e,  excluding  Canada  and  the  U.S.)  were  supplied  with  2,150,000 
tons  of  newsprint,  most  of  it  from  domestic  or  other  European  sources  (see 
Table  below).  By  1946,  the  supply  figure  was  down  to  850,000  tons,  a  drop 
of  60  per  cent.  Even  by  1953,  the  supply  figure  had  only  come  back  up  to 
1*6  million  tons,  still  25%  below  prewar. 

That  led  to  all  the  rationing  controls,  restrictions  on  publishers,  on  the 
use  of  newsprint.  It  led  to  very  severe  curtailment  of  packaging  and  other 
uses.  I  might  just  make  one  point  here,  that  in  some  ways  the  demand  for 
pulp  and  paper  generally  seems  to  be  a  reflection  of  economic  activity,  and  in 
another  way  it  seems  to  be  a  creator  of  better  economic  activity.  In  other 
words,  unless  you  have  the  necessary  papers,  packaging  materials,  and  the  like, 
which  enable  you  to  enjoy  a  higher  standard  of  living,  you  cannot  have  it. 
Nevertheles,  when  you  have  a  greater  income  and  a  greater  opportunity  to 
expand,  that  naturally  results  in  a  higher  demand  for  pulp  and  paper.  The 
actual  demand  seems  to  be  not  one  that  is  related  directly  to  normal  factors 
within  an  industry  itself,  but  more  particularly  demand  seems  to  tie  itself 
in  to  the  rate  of  economic  activity  generally.  For  example,  they  are  not 
interested  really  in  the  boxes  but  in  the  things,  that  are  put  in  the  boxes.  It 
is  a  service  commodity  in  that  sense. 


NEWSPRINT  SUPPLY:  EUROPEAN  NATO  COUNTRIES 
(including  Turkey  and  Greece) 


1935-9  Ave 

1946 

1953 

Total  Supply  . 

.  2,150,000 

845,000 

1,612,000 

Index  . 

Supply  From: 

40 

75 

Domestic  and  Europe  . 

.  1,802,000 

726,000 

1,442,000 

Index  . 

40* 

80 

North  America  . 

.  348,000 

119,000 

170,000 

Index  . 

34 

49 

*  Index  is  actually  40-2. 
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Thus  there  was  not  only  a  very  severe  drop  between  prewar  and  1946 
in  newsprint  supplies  to  European  NATO  countries  but  the  effect  is  still  being 
felt  in  1953. 

Now,  briefly,  here  is  the  contrast  presented  by  the  North  American  figures. 
In  1935-9,  Canadian  and  U.S.  supply  averaged  roughly  3|  million  tons,  again 
mostly  from  domestic  (North  American)  sources.  In  1946,  supply  for  the  two 
countries  totalled  4£  million  tons,  up  20  per  cent.  (Actually  all  of  this  increase 
had  occurred  between  1945  and  1946;  throughout  the  war,  supply  declined 
slightly.)  By  1953,  supply  was  up  almost  to  6J  million  tons,  almost  75% 
over  prewar. 

So  that  in  very  rough  terms,  in  1953,  the  rest  of  the  NATO  countries  were 
down  25  per  cent  against  their  pre-war  yardstick,  and  we  here  on  this  con¬ 
tinent  were  up  75  per  cent  over  ours. 

NEWSPRINT  SUPPLY:  CANADA  AND  U.S. 


Total  Supply  . 

Index  . 

1935-9  Ave 

.  3,742,480 

.  100 

1946 

4,578,601 

122 

1953 

6,481,034 

173 

Supply  From: 

North  America  . 

Index  . 

.  3,485,546 

.  100 

4,565,121 

131 

6,316,937 

181 

Others*  . 

.  256*934 

13,480 

5 

164,097 

64 

Index  . 

.  100 

*  All  for  U.S.;  No  newsprint  imports  into  Canada. 

I  will  return  to  the  matter  of  the  post-war  demand  and  supply  situation 
later.  Here,  I  have  been  citing  prewar,  1946  and  1953  figures  for  newsprint 
as  a  means  of  illustrating  the  effects  on  the  overseas  NATO  group  of  wartime 
damage  and  economic  dislocation.  Of  course,  newsprint  is  not  in  all  respects 
typical  of  the  other  pulp  and  paper  products,  but  the  general  pattern  is  the 
same.  Woodpulp  production  for  example,  in  1937  totalled  12*5  million  tons 
for  Europe,  in  1946  totalled  6*2  million  tons  and  by  1952  had  reached  8-8 
million  tons,  about  70  per  cent  of  prewar.  For  North  America,  the  figures  were 
11*5  million  tons  in  1937,  16-9  million  tons  in  1946  and  for  1952  25-1  million 
tons,  an  increase  of  48  per  cent — I  think  that  figure  must  be  wrong;  it  is  more 
than  that.  I  think  it  is  148  per  cent — over  prewar.  Notice,  too,  that  European 
woodpulp  production  in  1937  was  1  million  tons  more  than  North  American 
production  (12-5  vs.  11*5  million  tons);  in  1952  North  American  production 
was  almost  3  times  as  great  as  that  of  Europe  (25*1  vs.  8-8  million  tons). 

(c)  Forestry  Resources:  North  America  and  Elsewhere 

The  third  and  final  factor  underlying  the  shift  in  world  woodpulp  produc¬ 
tion  has  to  do  with  forest  resources.  I  have  mentioned  that  pulp  and  paper 
production  in  North  America  was  impeded  during  the  war  period  but  the 
industry  was  not  physically  damaged;  secondly,  we  experienced  a  remarkable 
post-war  upsurge  of  demand  which  could  assert  itself  without  currency 
restraints  but  basic  to  all  this  was  the  fact  that  we  had  on  this  continent  the 
resources  economically  available  to  permit  the  expansion. 

It  is  probably  not  true  of  any  of  the  important  /NATO  or  European  produc¬ 
ers  that  their  lack  of  forest  resources  imposed  an  absolute  ceiling  on  their 
expansion.  We  have  seen  that  prewar  these  forests  supported  a  larger  pro¬ 
duction  than  they  have  been  called  upon  to  do.  But  there  was  extensive 
wartime  damage  done  to  European  forests,  partly  because  of  physical  destruc¬ 
tion  and  particularly  due  to  heavy  new  demands  for  wood  for  various  military 
purposes  and  for  fuelwood  in  the  scarcity  of  conventional  fuels. 
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You  all  know,  of  course,  they  actually  used  wood  for  the  purpose  of  fuel 
to  move  motor  cars.  They  had  special  fuel-burning  devices,  great  big  tanks  on 
the  back  of  motor  cars.  This  was  the  case  in  Germany  and  Sweden  and  the 
Scandinavian  countries  generally.  In  wartime  there  was  a  special  temporary 
demand  which  led  to  overcutting  in  the  forests. 

Add  to  this  the  heavy  post-war  reconstruction  needs  and  it  becomes 
obvious  that  wood  requirements  for  pulp  and  paper,  if  indeed  they  could  be 
met  from  areas  which  have  been  seriously  over-cut,  had  to  compete  with  other 
very  high  priority  uses. 

There  were  also,  of  course,  problems  related  to  the  expanding  use  of  the 
forests  resources  here  in  North  America:  there  were  labour  shortages  in  the 
early  post-war  years;  great  areas  which  had  heretofore  been  inaccessible  had 
to  be  opened  up  for  logging.  But  basically  there  was  no  doubt  that  our 
continental  forest  reserves  could  accommodate  the  growing  market  for  wood 
products  and  so  the  westward  shift  of  pulp  production,  stimulated  by  demand 
and  particularly  accelerated' by  the  post-war  upsurge,  could  take  place. 

Canadian  Forest  Resources 

Against  the  rising  trend  of  North  American  and  world  demand,  I  raised 
the  question  earlier  as  to  the  present  and  future  adequacy  of  resources.  Let 
us  concentrate  now  on  Canada’s  forest  potential. 

CANADIAN  FOREST  STATISTICS 


%  of 

%  of 

Accessible  Forests  . 

Square  Miles 

Production 

Total 

Presently  Occupied  .  .  .  . 

.  318,000 

39 

21 

Unoccupied  . 

.  260,000 

31 

18 

Total  Accessible  . 

.  578,000 

70 

39 

Inaccessible  . 

......  249,000 

30 

17 

Total  Productive  . 

.  827,000 

100 

56 

Non-Productive  . 

.  659,000 

44 

Total  Forest  Area  . 

.  1,486,000 

100 

Source:  Department  of  Resources  and  Development 

First,  as  to  area,  the  total  covered  by  productive  forests — those  which  can 
yield  tree  crops — is  827,000  square  miles.  Some  578,000  square  miles  of  this 
is  now  classed  as  accessible,  that  is,  economically  available  for  use.  One 
of  our  reserves  for  expansion  is  the  difference  between  these  two  figures: 
249,000  square  miles  of  productive  forest  land  presently  inaccessible  by 
reason  of  location  or,  what  is  much  the  same  thing,  inaccessible  under  the 
existing  economics  of  the  market.  This  area  makes  up  30  percent  of  our  total 
productive  forests. 

Secondly,  within  the  578,000  square  mile  accessible  area,  latest  govern¬ 
ment  statistics  show  only  318,000  square  miles  as  presently  occupied.  The 
difference  between  the  figures  again  constitutes  a  reserve  available  for  expan¬ 
sion:  260,000  square  miles  of  productive  forest  land — 31  percent  of  the  pro¬ 
ductive  area — is  already  economically  accessible  but  still  unoccupied  and 
therefore  not  in  use. 

Together  these  two  areas  account  for  61  percent  of  the  productive  forests; 
this  means,  alternatively,  that  we  now  use  only  39  percent  of  the  productive 
area  to  supply  present  wood  requirements  for  all  purposes. 

Apart  from  the  expansion  possible  from  a  more  extensive  cultivation  of 
our  forests,  more  intensive  cultivation  on  the  forest  lands  now  in  use  can 
bring  much  higher  crop  yields.  Economically,  this  is  the  most  attractive 
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way  in  which  to  meet  our  growing  needs  since  it  cuts  down  on  the  distance 
which  the  wood  must  be  moved  where  distance  costs  money  in  terms  of 
access  roads,  fire  protection,  insect  and  pest  control  and  labour  procure¬ 
ment.  Scientifically,  this  way  is  best  because  it  means  a  more  efficient 
utilization  of  our  forest  resources  and  incidentally,  means  better  forests. 
Physically,  more  intensive  cultivation  also  offers  the  greatest  potential  for 
expansion.  Our  present  annual  depletion  works  out  at  about  1/8  of  a  cord 
per  acre  on  the  land'  now  in  use  (the  318,000  square  miles  mentioned  above): 
this  is  first  choice  land  and  it  can,  I  am  told,  be  brought  to  an  average  yield 
of  twice  that  figure. 

By  better  application  of  the  knowledge  that  is  coming  fast  on  the  way  in 
which  to  grow  more  wood. 

Here  are  some  of  the  ways  in  which  this  higher  yield  will  be  attained; 
in  varying  degree,  all  are  under  way: 

(a)  Better  knowledge  of  our  forests.  We  do  not  have  an  adequate  forest 
inventory  in  Canada  although  in  most  provinces  the  work  is  well  along.  But 
we  need  to  know  more  about  our  forests,  rates  of  growth  and  depletion,  soil 
capacity,  and  so  on.  Among  other  things,  this  will  help  our  reforestation 
and  afforestation  work. 

(b)  Better  forest  management,  which  means  a  greater  application  of  our 
growing  silvicultural  knowledge:  improved  cutting  techniques,  selective  cutting, 
thinning  our  over-mature  stands.  There  are  great  areas  of  Canadian  forest 
that  are  not  growing  at  all;  they  have  reached  a  mature  stage  when  they 
tend  to  deteriorate  and  decay,  and  become  subject  to  fire,  insects  and  disease. 
Actually,  we  would  grow  much  more  wood  if  those  over-mature  areas  could 
be  harvested  and  properly  handled  as  tree-growing  areas. 

(c)  Better  fire  and  insect  control:  these  too  are  coming  with  our  increas¬ 
ing  scientific  knowledge  and  more  machanisation  in  the  woods.  Some  of  you 
know  of  the  experiments  being  carried  on  in  the  Maritimes  by  way  of 
spraying  against  the  spruce  budworm,  which  is  being  carried  on  as  a 
partnership  effort  between  the  Dominion,  the  province  of  New  Brunswick 
and  the  pulp  and  paper  companies  in  that  area.  It  is  a  big  operation,  being 
carried  on  over  thousands  of  square  miles,  and  it  now  looks  as  though  they 
are  stopping  the  menace  of  the  spruce  budworm. 

(d)  The  use  of  more  species:  great  strides  have  been  made  here  in  recent 
years  in  the  use  of  hardwoods,  for  example,  and  of  certain  under-used  species 
which  had.  grown  slowly  to  over-maturity,  specially  subject  to  fire  and  insect 
damage.  The  nearby  Hawkesbury  mill  has  been  turned  over  to  the  use  of 
hardwood  now;  also,  poplar  which  was  a  weed  tree,  is  now  being  used 
extensively  in  the  paper  making  process. 

We  in  Canada  have  much  to  learn  in  the  use  and  protection  of  our 
forests  but  the  knowledge  is  coming  fast.  We  can  already  confidently  count 
on  maintaining  our  present  cut  in  perpetuity  and  we  have  the  resources  and 
methods  at  hand  to  increase  materially  the  wood  supply  to  meet  increasing 
demand. 

To  this  I  would  add  one  further  point.  Canada  will  always  have  high 
labour  costs  and  labour  is  the  major  element  in  wood  costs — and  high  trans¬ 
portation  costs,  where  labour  is  again  a  major  factor. 

We  want  to  have  high  labour  standards  but  we  must  be  careful  to 
recognize  that  other  producing  countries  have  lower  labour  rates  and  we 
must  compensate  by  mechanical  and  productive  efficiency  if  we  are  to  remain 
competitive  in  world  markets. 
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Post-War  Trading  Developments: 

During  the  years  of  World  War  II,  there  was  added  to  the  steady  long¬ 
term  rise  in  demand  for  pulp  and  paper  products  a  large  extra  demand 
caused  by  the  wartime  economic  boom.  This  led  to  shortages  of  pulp  and 
paper  products  and  made  necessary  restrictive  rationing  in  all  the  allied 
countries.  Canadian  producers  were  faced  with  shortage  of  labour  in  the 
mills  and  in  the  woods,  were  unable  to  obtain  steel  and  machinery  with  which 
to  expand  their  capacities,  and  were  called  upon  to  supply  essential  require¬ 
ments  of  allied  countries  whose  normal  sources  of  supply  had  been  cut  off  by 
the  war. 

In  1945  and  1946,  wartime  controls  were  removed  while  demand  was 
still  far  in  excess  of  supply  and  a  substantial  pent-up  demand  was  released  on 
the  producers  before  they  had  any  possibility  of  increasing  their  capacities  to 
meet  it.  It  is  a  statistical  fact  that  customers  of  the  Canadian  pulp  and 
paper  industry  have  been  provided  with  more  products  every  year  since  1945 
than  they  had  ever  received  before.  Capacity  was  increased  in  all  branches  of 
the  industry  as  quickly  as  possible.  But  the  totals  made  available  were  not 
as  great  as  consumers  wished  to  buy  and,  in  this  special  sense,  there  were 
“shortages”  of  pulp  and  paper,  on  this  continent  and  throughout  the  world, 
almost  continuously  from  1945  to  1951.  These  shortages  led  to  the  familiar 
results  of  a  scramble  for  supplies,  quotas  by  individual  mills,  back-logs  of 
orders  and  some  black  or  gray  markets  in  newsprint  and  other  commodities. 
For  a  politically  explosive  commodity  such  as  newsprint,  the  shortages  also 
led  to  numerous  government  inquiries — particularly  in  the  United  States — 
which  produced  few  results  except  misunderstanding  of  the  real  causes  of 
the  situation  and  some  international  friction.  Before  the  recommendations 
could  be  implemented  the  problem  they  sought  to  isolate  was  satisfactorily 
solved  by  normal  commercial  actions. 

The  producers  of  pulp  and  paper  products  throughout  the  world — like 
the  producers  of  most  other  commodities — are  in  business  to  make  and  sell 
as  much  as  they  can.  Faced  with  an  unsatisfied  demand  the  Canadian  industry 
quickly  expanded  its  capacity  to  meet  it;  both  by  improvements  at  existing 
mills  and  by  the  building  of  new  mills.  The  record  is  similar  for  all  branches 
of  the  industry — pulps,  fine  papers,  wrapping  papers,  paperboard  and  specialties 
—but  the  figures  for  newsprint  can  be  taken  as  typical  of  the  process. 

'  Capacity  to  produce  newsprint  in  Canada,  increased  from  slightly  under 
4,650,000  tons  in  1946  to  5,900,000  tons  in  1954 — an  increase  of  1,250,000  tons. 
These  additions  to  Canadian  newsprint  capacity  in  seven  or  eight  years 
total  more  than  the  entire  newsprint  capacity  of  the  United  States  at  any 
time  in  the  period.  The  new  capacity  came  partly  from  new  mills,  partly 
from  the  installation  of  new  machines  but  mainly  from  the  mechanical 
improvement  and  speeding-up  of  existing  machines.  This  was  the  quickest 
and  by  far  the  cheapest  method  for  the  creation  of  new  capacity  and  it  is  a 
process  that  is  still  going  on  and  can  be  continued  for  many  years  to  come 
provided  there  is  demand  to  bring  such  new  capacity  into  existence. 

I  have  often  been  asked  whether  or  not  we  are  running  these  machines 
so  fast  that  they  will  burn  up  or  wear  out.  I  do  not  think  that  is  so.  The 
point  is  that  a  newsprint  machine  is  really  not  a  machine,  but  a  series  of 
machines.  If  for  instance,  the  drying  section,  which  is  one  stage,  holds  up 
the  amount  that  can  be  run  through,  you  put  in  more  dryers  and  that  bottle¬ 
neck  is  corrected;  but  you  immediately  create  another  bottleneck  or  limiting 
factor  somewhere  else.  It  may  be  that  the  grinding  capacity  of  the  machine 
is  not  sufficient  to  grind  enough  pulp;  you  then  find  more  grinders.  Next  you 
move  on  to  the  drive,  which  is  an  expensive  operation,  and  you  attain  a 
higher  rate  of  speed.  But  I  would  say  there  is  no  indication  that  there  is 
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any  overrunning  of  these  machines.  In  fact,  there  is  a  constant  upward  move¬ 
ment  of  technical  knowledge  which  is  changing  the  whole  character  of  the 
industry  from  what  it  was  twenty  years  ago. 

The  rate  of  increase  of  productive  capacity  has  been  faster  than  the 
rate  of  increase  in  demand.  The  war-induced  shortages  were  steadily  reduced 
year  after  year  until  today  these  shortages  have  disappeared.  For  newsprint — 
as  for  all  the  other  pulp  and  paper  products — no  customer  of  a  Canadian 
mill  is  unable  to  obtain  prompt  delivery  of  his  requirements  and  if  he 
needs  any  reasonable  extra  amount  he  can  get  it  without  having  to  wait  very 
long  for  it.  All  branches  of  the  industry  are  still  operating  at  high  levels, 
not  far  removed  from  their  expanded  capacities,  but  there  is  now  a  small 
surplus  or  “cushion”  available  to  meet  new  and  extra  demands  should 
they  arise.  Again  taking  newsprint  as  an  example,  the  mills  have  averaged  in 
the  past  four  months  of  1954  almost  exactly  100  percent  of  their  1954  capacity. 
But  for  years  when  demand  was  pressing  they  have  operated  at  102  or  103 
percent  of  their  rated  annual  capacity  and  they  could  do  so  now,  if  demand 
called  for  it. 

You  may  be  surprised  at  an  industry  which  operates  above  capacity.  The 
explanation  is  that  the  capacity  figure  is  a  rated  capacity  based  on  proven 
past  performance,  and  there  is  always  a  time  lag  between  rated  capacity  and 
actual  capacity,  when  the  machines  are  being  improved. 

Hon.  Mr.  Euler:  Is  that  capacity  on  a  twenty-four  hour  basis? 

Mr.  Fowler:  That  is  actually  the  capacity  by  machines;  in  other  words, 
it  runs  on  a  twenty-four  hour  basis  on  an  average  of  six  days  a  week.  I  am 
glad  you  raised  that  point,  Senator  Euler,  because  in  the  West  some  operations 
are  on  a  seven-day  week  basis,  and  our  capacity  figures  have  been  changed 
to  take  account  of  that  fact.  What  we  have  done  is  take  the  actual  machine 
records  and  the  highest  level  attained  for  a  day  or  a  week  on  a  particular 
machine,  and  give  the  maximum  total  for  that  machine.  If  required  the 
mills  could  provide  another  200,000  tons  of  newsprint  beyond  the  rate  their 
customers  are  now  asking.  For  the  next  two  years  newsprint  producers  on 
this  continent  have  announced  additions  to  capacity  which  total  450,000  tons. 
These  additions  will  comfortably  exceed  the  historical  long-term  rate  of 
growth  of  newsprint  demand  in  Canada  and  the  United  States  which  has 
averaged  about  150,000  tons  a  year,  and  will  also  provide  additional  supplies 
to  other  markets  if  they  are  wanted,  as  I  very  much  hope  they  will  be. 

This  is  a  picture  of  an  industry  emerging  from  the  abnormal  period  of 
excess  demand  following  the  war  and  entering  a  new  and  more  normal  trading 
period.  Its  present  operating  rate  is  high  but  it  is  no  longer  unable  to  supply 
in  full  the  demands  that  are  made  upon  it.  It  is  still  growing,  but  the 
pressures  causing  growth  in  the  last  seven  or  eight  years  are  now  less  heavy 
and  the  rate  of  growth  is  unlikely  to  be  quite  as  fast  as  it  has  been.  But  the 
prospects  are  that  capacity  will  increase  at  least  as  fast  as  demand  and  be  able 
to  take  care  of  reasonable  increases  in  demand  should  these  fluctuations  arise. 

Further  Trends  in  Overseas  Markets: 

You  will  have  seen  from  the  foregoing  something  of  the  efforts  of  the 
Canadian  pulp  and  paper  producers  in  catching  up  with  the  back-log  of  demand 
for  their  products.  Most  of  these  demands  came  from  North  American  sources: 
overseas  demand  actually  declined  between  1947  and  1950,  pinched  off  slowly 
by  growing  exchange  stringencies.  In  the  former  year,  overseas  exports  of 
newsprint,  other  grades  of  paper  and  paperboard  and  woodpulp  totalled,  in 
1947,  about  1,030,000  tons;  by  1950,  the  figure  was  down  to  387,000  tons. 

Since  the  1950  low  there  has  been  a  gradual  improvement  in  overseas 
buying  power.  Again,  newsprint  affords  an  example  of  the  recovery  process. 
In  1953,  newsprint  exports  totalled  473,000  tons,  up  from  a  low  of  207,000  tons 
in  1950.  Both  of  the  intervening  years — 1951  and  1952 — showed  gradual 
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improvement,  but  the  fact  is  we  are  still  far  short  of  the  export  volume  which 
we  once  had  and  further  still  short  of  the  volume  which  we  know  is  or  will 
be  required  by  the  overseas  markets.  Between  1945  and  1947,  before  monetary 
difficulties  hardened  into  an  international  problem,  the  Canadian  newsprint 
industry  had  an  average  export  volume  of  nearly  700,000  tons.  Between  1935 
and  1939  our  overseas  newsprint  exports  had  averaged  735,000  tons  annually. 
Our  present  exports,  therefore,  are  running  at  about  65  per  cent  of  the  pre-war 
level  and,  even  more  important,  have  not  yet  been  called  upon  to  supply  a 
proportion  of  the  long  retarded  growth  of  overseas  demand.  Pre-war,  we 
exported  22  per  cent  of  our  newsprint  production;  today,  the  figure  is  just 
over  8  per  cent — of  a  much  larger  production,  of  course.  Probably  it  is 
unreasonable  to  assume  that  we  might  have  hoped  to  maintain  the  pre-war 
export  percentage  had  the  war  not  intervened.  This  would  imply  that  demand 
in  the  overseas  markets  would  have  paralleled  the  great  post-war  .upsurge 
here  in  North  America.  But  had  we  been  called  upon  to  maintain  the  propor¬ 
tion,  we  would  now  be  exporting  about  1|  million  tons  of  newsprint  annually, 
instead  of  something  under  500,000  tons  as  at  present. 

As  it  was,  a  speedier  return  of* our  overseas  exports  in  either  absolute  or 
relative  volume  would  probably  have  taxed  our  ability  to  expand.  In  the 
circumstances  of  sustained  full  employment  and  a  booming  capital  investment 
program,  I  doubt  very  much  if  we  could  have  raised  more  capital  and  grown 
fast  enough  to  take  up  a  growth  in  overseas  markets  equivalent  to  the  rate 
of  growth  in  the  North  American  markets.  In  that  sense,  the  retarted  over¬ 
seas  demand  afforded  us  an  opportunity  to  meet  the  North  American  demand 
back-log  and  to  strengthen  and  modernize  our  industry  before  the  great 
suppressed  or  latent  demands  from  these  other  countries  made  their  call  upon 
our  resources. 

It  now  seems,  speaking  of  the  general  recovery  of  overseas  trade,  that  we 
shall  proceed  toward  recovering  and  increasing  our  export  volume  by  a 
gradual  easing  of  the  currency  and  other  restrictions  which  have  hemmed  us 
in  these  past  six  years.  This  is  a  process  which  has  been  going  on  not 
undetected  but  without  a  great  deal  of  fanfare  since  about  1950  or  1951  and 
the  implications  of  it  continuing  are  most  interesting. 

In  the  next  paragraph  I  make  a  suggestion  concerning  convertibility.  We 
talk  much  about  a  return  to  convertibility  but  I  do  not  think,  in  one  sense,  we 
are  ever  going  to  have  convertibility  and  in  another  sense  we  have  it  today. 
The  process  seems  to  be  a  piecemeal  process  where  one  by  one  the  restrictions 
are  being  relaxed,  more  goods  are  able  to  be  bought  more  freely  and  dollars 
are  being  provided  for  them,  and  in  that  sense  we  are  getting  a  degree  of 
convertibility  in  fact  if  not  in  name.  There  is  perhaps  in  that  something  that  is 
helpful. 

Under  this  gradual  and  piecemeal  approach  to  freeing  trade,  we  are  already 
moving  much  closer  to  the  convertibility  of  currencies.  If  the  process  continues 
— and  I  doubt  that  it  has  much  farther  to  go — we  will  have  convertibility  in  fact 
possibly  before  we  have  it  in  name.  Increasingly  we  find  commodities  which 
can  be  traded  internationally  free  of  restrictive  regulations,  we  find  others  which 
are  still  under  such  regulations  moving  in  what  would  probably  be  their  normal 
commercial  volume  even  if  such  regulations  did  not  exist.  In  short,  for  a 
growing  list  of  items,  demands  are  being  fully  met. 

I  would  suggest  that  there  is  nothing  especially  unhealthy  about  these 
developments.  Undoubtedly,  they  give  rise  to  individual  problems  and  frustra¬ 
tions.  But  in  the  broad  sweep  of  international  trade,  I  suspect  that  the  gradual 
approach  to  convertibility  has  positive  benefits.  We  will  probably  thus  avoid 
the  inflationary  jolt  that  a  sudden  return  to  convertibility  by  decree  would 
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bring.  If  the  gradual  transition  proceeds  smoothly,  we  can  also  hope  to  avoid 
or  minimize  the  unsettling  effects  of  a  sudden  and  large  scale  speculation  in 
currencies. 

Finally,  we  will  move  toward  a  greater  volume  of  international  trade 
within  a  general  framework  of  balanced  supply  and  demand,  but  this  will  be  a 
more  competitive  market  situation.  As  the  buying  power  returns  to  the  export 
markets,  there  will  be  capacity  available  to  supply  it. 

The  lesson  in  this  for  Canada,  with  our  reliance  upon  export  trade,  is  that 
we  will  obtain  our  share  of  this  resurgent  foreign  trade  only  to  the  extent  which 
we  can  hold  our  costs  in  line  with  our  increasingly  active  foreign  competitors.  I 
was  tempted  to  put  something  in  here  to  the  effect  that  sometimes  we  are  a 
little  prone  to  talk  about  our  great  unbounded  natural  resources.  We  have  them 
and  we  are  lucky  to  have  them,  but  there  are  other  countries  in  the  world  with 
great  resources  too,  even  in  this  natural-resource  field  of  pulp  and  paper,  and 
they  have  gone  through  much  the  same  process  as  we  have  and  they  are  entering 
again  into  the  world  markets,  as  we  are,  and  therefore  it  is  most  important  that 
our  costs  be  kept  in  line  with  the  increasingly  active  foreign  competitors  that 
we  have. 

Importance  of  Increased  Exports  and  Problems  Thereof: 

The  Canadian  pulp  and  paper  industry,  although  it  is  operating  at  a  high 
rate,  has  now  some  surplus  capacity  available.  Its  markets  in  North  America 
are  likely  to  grow  steadily  as  population  in  Canada  and  the  United  States  con¬ 
tinues  to  increase.  There  are  signs  of  improvement  in  the  effective  buying  power 
of  many  overseas  markets.  It  is  obvious  that  it  would  be  desirable  to  apply 
presently  available  capacity  and  new  productive  power  that  can  be  brought  into 
existence  toward  meeting  the  growing  demand  for  pulp  and  paper  products  in 
the  markets  of  the  world.  This  expansion  of  international  trade  is  in  the 
interests  of  the  Canadian  economy  but  there  are  problems  to  be  solved  before 
this  can  be  brought  about.  As  the  problems  are  somewhat  different  for  the 
“tariff-protected”  and  the  “free  trade”  commodities,  they  will  be  discussed 
separately,  so  I  will  divide  them  into  two  parts. 

(a)  Tariff  Protected  Commodities  (Fine  Papers,  Paperboard,  Wrapping 
Papers  and  Specialties) : 

These  commodities  are  made  in  Canada  mainly  for  the  domestic  market, 
as  a  result  of  the  high  tariff  barriers  imposed  against  them  by  most  countries 
in  the  world.  The  domestic  market  for  all  these  products  is  growing  as  Canada’s 
population  and  economic  activity  increase.  For  example,  domestic  shipments 
of  fine  papers  have  increased  from  96,000  tons  in  1938  to  208,000  tons  in  1953. 
Productive  capacity  in  all  these  branches  of  the  industry  has  increased  and  will 
continue  to  increase  so  as  to  supply  Canadian  needs  with  a  wide  variety  of 
products. 

For  these  branches  of  the  industry  the  problem  of  the  mills  in  their  domestic 
business  is  the  problem  of  making  many  grades  in  comparatively  short  runs. 
These  are  not  standard  commodities  such  as  newsprint  and  pulps.  They  are 
varied  groups  of  commodities  which  have  no  hope  of  getting  into  the  mass  market 
of  the  United  States  because  of  the  U.S.  tariff  and  must  rely  mainly  on  the 
relatively  small  and  scattered  Canadian  market.  For  example,  the  fine  paper 
mills  in  Canada  produce  nearly  500  different  products;  the  wrapping  paper  mills 
make  over  100  different  grades.  Undoubtedly  these  short  runs  add  to  the  costs, 
in  comparison  with  mills  and  machines  that  can  run  continuously  on  one  or  a 
few  grades.  In  addition,  Canadian  distances  increase  the  transportation  costs  for 
these  commodities  to  reach  the  scattered  Canadian  market.  Nevertheless  for 
grades  for  which  there  is  a  substantial  volume  of  Canadian  demand,  the  mills 
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have  been  able  to  supply  domestic  consumers  with  products  comparable  in 
quality  and  in  price  with  those  supplied  to  domestic  consumers  in  the  large 
volume  markets  of  the  United  States  and  the  United  Kingdom. 

That  is  to  say  that  in  the  large  volume  markets  of  the  United  States  and 
the  United  Kingdom  that  price  comparison  is  arrived  at  without  taking  into 
account  the  duty.  It  is  a  dollar  for  dollar  comparison  of  prices  on  grades  of 
fine  paper  in  Canada  and  in  the  United  States  and  the  Canadian  price  today 
is  equivalent  to,  and  in  many  cases  below,  the  price  of  comparable  grades  of 
fine  papers  to  American  consumers  in  United  States  dollars.  The  importance 
of  the  Canadian  tariff  on  these  grades  is  that  it  protects  against  the  invasion 
of  the  market  by  the  over-run  on  long-run  production  by  foreign  mass-volume 
mills  and  also  it  encourages  the  Canadian  mills  to  produce  new  lines  on  which 
the  initial  costs  of  production  are  always  higher.  The  steady  increase  in 
recent  years  in  the  variety  of  fine  papers,  wrapping  papers,  paperboards  and 
specialties  would  not  have  occurred  had  there  not  been  a  Canadian  tariff 
on  these  grades. 

For  these  branches  of  the  industry  the  volume  of  export  business  has  not 
been  large — seldom  running  higher  than  10  or  15  per  cent  of  the  total  pro¬ 
duction.  It  has,  however,  been  important  and  is  likely  to  be  increasingly 
important  in  the  years  ahead.  With  the  large  increases  in  all  costs  of  produc¬ 
tion  that  have  taken  place,  the  break-even  points — as  I  suppose,  in  most  Cana¬ 
dian  industries — is  much  higher  today  than  it  was  before  the  war.  For  many 
producers,  an  extra  5  or  10  per  cent  in  volume  will  make  the  difference 
between  bare  subsistence  and  good  profits.  With  capacity  in  all  branches  of 
the  industry  now  exceeding  domestic  demands,  there  is  available  an  ability 
to  produce  for  export  markets,  and  if  these  sales  can  be  made  it  will  materially 
aid  the  present  soundness  and  the  future  growth  of  these  branches  of  the 
industry. 

Unfortunately  the  current  picture  in  the  overseas  market  is  not  encourag¬ 
ing.  Total  production  this  year  for  most  of  these  commodities  is  running 
slightly  ahead  of  the  figures  for  last  year,  but  the  increase  is  entirely  in  the 
domestic  part  of  the  business  and  exports  have  declined.  For  example,  using 
the  first  quarter  of  1952  as  a  base  for  comparison,  paperboard  exports  were 
off  about  62  per  cent  in  the  first  quarter  of  1954;  wrapping  paper  exports  were 
down  43  per  cent  and  fine  papers  down  37  per  cent. 

No  doubt  part  of  the  solution  can  be  provided  by  the  manufacturers  them¬ 
selves.  They  must  adapt  themselves  to  the  changed  climate  in  export  markets. 
Until  very  recently  there  was  little  real  possibility  of  making  substantial  sales 
of  pulp  and  paper  products  in  overseas  countries  because  of  the  stringent 
rationing  and  currency  controls  they  imposed  against  imports.  Moreover  there 
was  little  incentive  for  mills  to  seek  new  markets  overseas;  while  the  post-war 
shortages  in  the  domestic  market  continued,  with  mills  running  at  capacity, 
there  was  little  to  compel  a  seller  who  had  nothing  to  sell  to  seek  buyers  who 
were  unable  to  buy.  With  the  increase  in  capacity  beyond  domestic  demand 
there  is  now  something  to  sell  and  with  the  gradual  removal  of  buying  restric¬ 
tions  in  other  countries,  overseas  buyers  are  becoming  more  able  to  buy.  In 
short,  this  is  a  problem  of  salesmanship,  which  must  be  more  vigorous  and 
ingenious  than  it  has  been  if  Canadian  exporters  are  to  be  successful  in  com¬ 
petition  with  producers  from  other  exporting  countries  who  have  had  much 
the  same  post-war  history  as  have  our  own  mills. 

But  the  limits  of  what  can  be  done  in  export  markets  by  the  producers  of 
tariff-protected  commodities  are  narrowly  set  by  those  tariffs.  The  whole 
question  of  tariff  revision  is  a  large  and  complicated  problem  far  beyond  the 
scope  of  this  memorandum.  In  general  it  can  perhaps  be  said  that  present 
trade  patterns  are  largely  determined  by  existing  tariffs;  that  unilateral  tariff 
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reduction  by  Canada  in  pulp  and  paper  products  would  be  a  fruitless  exercise 
in  giving  away  something  for  nothing;  but  that  expanded  export  trade  in 
products  now  facing  tariff  barriers  would  be  advantageous  to  the  Canadian 
economy.  The  major  contribution  of  the  pulp  and  paper  industry  to  Canadian 
international  trade  has  already  been  quoted.  This  comes  almost  entirely  from 
the  tariff-free  items  of  newsprint  and  pulps.  However,  these  commodities 
have  no  special  attributes  which  make  them  peculiarly  advantageous  for 
Canadian  manufacture.  The  makers  of  other  products  are  equally  skilled, 
equally  efficient,  and  equally  able  to  supply  products  that  will  meet  competi¬ 
tion  from  producers  in  other  countries. 

Perhaps  there  is  one  particular  problem  connected  with  tariff  barriers 
and  customs  administration  in  the  United  States  that  is.  worth  mentioning. 

It  concerns  papers  for  the  publication  of  magazines — usually  machine-coated 
paper,  (i.e.  paper  that  is  finished  with  a  coating  applied  during  the  manu¬ 
facture  of  the  paper  rather  than  being  coated  in  a  secondary  operation). 
Since  June  1951  following  the  tariff  negotiations  at  Torquay  this  paper,  when 
used  by  publishers,  enters  Canada  duty  free.  In  addition,  all  printed  magazines 
enter  Canada  without  duty.  On  the  other  hand,  this  paper  when  made  in 
Canada  faces  a  tariff  duty  equivalent  to  roughly  27  percent  in  entering  the 
United  States.  No  doubt  there  could  be  lengthy  debate  as  to  whether,  if 
American  paper  enters  Canada  duty  free,  there  should  be  similar  treatment 
given  to  Canadian  magazine  paper  entering  the  U.S.  market.  But  there  can 
be  little  argument  against  the  proposition  that  Canada  should  be  able  to  sell 
magazine  paper  to  U.S.  publishers  for  their  Canadian  circulation  without  pay¬ 
ment  of  U.S.  duties  when  the  printed  magazines  are  admitted  to  Canada 
duty-free.  In  fact  this  is  Canadian  consumption  of  paper,  even  though  it  is 
printed  in  the  United  States.  As  a  matter  of  fact,  the  law  permits  this;  an 
American  publisher  is  entitled  to  a  drawback  of  all,  or  almost  all,  the  duty  paid 
on  imports  if  the  paper  is  subsequently  re-exported.  But  in  practice  it  does 
not  work  out  this  way  because  of  U.S.  tariff  administration  and  “red  tape”. 
Under  their  administrative  rules,  a  shipment  is  given  a  tentative  or  temporary 
valuation  for  duty  purposes  when  it  crosses  the  border.  There  is  no  real 
question  as  to  the  rate  of  duty  but  the  tentative  valuation  is  subject  to  appeal 
or  revision  for  two  years  after  the  date  of  entry.  Under  another  administra¬ 
tive  rule,  no  application  for  drawback  can  be  made  until  the  rate  of  duty  has 
become  final,  and  no  way  has  been  discovered  to  make  the  rate  final  until 
the  lapse  of  the  two-year  waiting  period.  In  the  result,  a  U.S.  publisher  who 
is  willing  to  buy  Canadian  magazine  paper  for  printing  his  Canadian  circula¬ 
tion — several  actually  started  to  try  it  in  quite  sizeable  volume — is  faced  with 
having  27  percent  of  the  price  tied  up  for  nearly  three  years  before  he  can 
get  the  drawback  to  which  he  is  legally  entitled.  One  of  the  larger  publishers 
at  the  moment  has  $85,000  worth  of  drawback  duty  tied  up,  and  is  waiting  his 
three-year  period  to  get  it  back.  In  practice  this  portion  of  the  domestic 
Canadian  market  for  paper  is  closed  to  Canadian  producers.  And  it  is  a  sub¬ 
stantial  market.  We  calculate  that  the  tonnage  of  paper  imported  into 
Canada  in  the  form  of  printed  magazines  amounts  to  40,000  to  50,000  tons 
a  year.  For  three  leading  publications  using  a  known  grade  of  paper,  the 
tonnage  involved  is  about  19,500  tons  per  year.  The  total  tonnage  of  such 
paper  now  manufactured  in  Canada  amounts  to  about  21,500  tons  annually; 
so  that,  if  this  one  situation  could  be  corrected,  there  would  immediately 
be  an  opportunity  to  expand  this  branch  of  the  industry  by  90  percent  with¬ 
out  any  change  in  tariff  levels  between  the  two  countries. 

The  broader  question  of  tariff  revision  between  Canada  and  the  United 
States  is  a  more  complex  one.  We  are  today  running  a  trade  deficit  of  about 
$450  millions  which  is  only  being  supplied  by  the  current  inflow  of  U.S.  capital 
to  Canada.  Should  this  investment  decline  or  cease  we  would  immediately  be 
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faced  with  a  serious  problem  in  our  balance  of  payments  with  the  U.S. 
There  would  be  only  two  solutions  open  to  us;  we  would  either  have  to  buy 
less  from  the  U.S.  or  sell  more.  There  is  no  doubt  that  a  reimposition  of 
import  controls  and  quotas  on  American  goods  would  impede  our  economic 
expansion  and  lower  our  standards  of  living  and  it  would  also  be  a  serious 
blow  to  the  expansion  of  multilateral  world  trade.  I  suggest  that  the  con¬ 
structive  solution  is  to  find  ways  in  which  we  can  expand  the  flow  of  Cana¬ 
dian  goods  to  the  United  States  market  so  as  to  balance  our  trade  at  a  higher 
rather  than  at  a  lower  level.  In  any  such  development,  it  seems  to  be  in¬ 
evitable  that  the  natural  resource  industries  of  Canada — and  particularly  the 
pulp  and  paper  industry  which  is  the  largest  of  them — should  make  a  major 
contribution  to  this  expansion  of  trade.  We  have  the  forest  resources,  the 
necessary  hydro-electric  power,  and  the  skill  and  experience  to  do  so.  And  I 
believe  that  this  can  be  done  without  serious  dislocation  and  damage  to  the 
existing  paper  industry  in  the  United  States.  I  can  best  make  this  point  by 
quoting  from  a  speech  I  made  last  November  to  the  National  Foreign  Trade 
Convention  in  New  York,  when  I  said: 

“I  think  there  is  far  too  much  talk  about  free  trade  between  Canada  and 
the  United  States.  That  goal,  however  desirable  it  may  have  been  in  the  past 
or  may  still  be,  is  probably  unrealistic  and  unattainable.  We  have  to  face  the 
facts  of  history  and  the  rights  and  interests  that  have  been  built  on  those  facts. 
Both  Canada  and  the  United  States  have  had  tariffs  for  more  than  75  years  and 
they  cannot  be  suddenly  swept  away  without  great  damage  and  dislocation 
in  both  countries. 

“But  I  urge  that  we  should  approach  the  problems  of  tariff  reduction  with 
more  flexibility  of  mind  than  we  have  in  the  past.  There  is  nothing  sacred 
about  a  tariff  rate.  There  is  more  dynamism  and  adaptability  in  American 
and  Canadian  industry  than  we  usually  give  credit  for,  and  an  industry  can 
often  absorb  the  shock  of  a  tariff  change  and  be  better  off  than  it  was  before. 
There  are  many  misconceptions  about  the  true  effect  of  past  tariff  changes. 

“I  will  illustrate  again  from  the  paper  industry.  One  of  the  most  frequent 
complaints  of  my  friends  in  the  American  pulp  and  paper  industry  has  to  do 
with  the  removal  of  the  U.S.  tariff  on  newsprint  in  1911.  They  say,  ‘Look 
what  happened  to  the  American  newsprint  industry  when  tariffs  were  removed!’ 
Well,  what  did  happen?  The  impact  on  the  U.S.  newsprint  mills  was  neither 
immediate  nor  catastrophic.  Capacity  to  produce  newsprint  in  the  United 
States  and  shipments  of  newsprint  by  U.S.  mills  continued  to  expand  for 
fifteen  years  after  1911.  It  was  not  until  1935 — twenty-four  years  after  the 
removal  of  the  tariff— -that  domestic  capacity  in  the  U.S.  fell  below  what  it  was 
in  1911  and  the  causes  of  that  shrinkage  had  nothing  to  do  with  tariffs.  Now 
it  is  true  that  newsprint  demand  in  the  United  States  was  steeply  rising  and 
the  percentage  of  supply  from  Canada  rose  steadily  after  the  removal  of  the 
tariff.  We  had  natural  advantages  of  ample  wood  and  water-power  which 
enabled  us  to  meet  expanding  United  States  demands  for  newsprint.  We  built 
a  great  industry  which  today  provides  one  out  of  every  four  American  dollars 
used  by  Canadians  to  buy  American  goods.  Meanwhile,  the  U.S.  pulp  and 
paper  industry,  with  typical  vigour  and  ingenuity,  has  emphasized  many  other, 
and  new,  types  of  pulp  and  paper  production  and  has  also  grown  enormously 
to  meet  the  rising  needs  of  the  American  market. 

“I  wonder  if  this  example  may  not  provide  a  key  for  the  solution  of  some 
of  the  problems  of  trade  balances  between  Canada  and  the  United  States.  Your 
American  population  and  your  economic  activity  are  increasing  rapidly  and  I, 
for  one,  believe  they  will  continue  to  increase.  You  have  by  no  means  reached 
the  end  of  your  dynamic  growth.  Apparently,  you  will  need  supplies  of  many 
commodities  to  maintain  the  standards  of  living  you  wish  to  have  for  your 
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increasing  population.  Why  not  make  a  selective  approach  to  the  problems  of 
tariff  revision?  Could  we  not  look  for  those  commodities  for  which  there  is 
a  growing  market  in  the  United  States  and  allow  goods  to  enter  from  Canada 
to  provide  for  the  increase  in  your  consumption?  We  do  not  ask  to  take  markets 
away  from  your  producers,  but  instead  of  attempting  to  provide  for  increasing 
demands  of  your  people  by  developing  new  and  costly  methods  of  expanding 
your  capacity,  could  you  not  let  those  industries  for  which  Canada  has  a  natural 
advantage  provide  for  your  growth  in  demand.  Perhaps  we  could  make  some 
products  you  need  from  our  ample  supplies  of  aluminum  and  base  metals. 
Perhaps  the  many  new  chemicals  that  are  obtainable  from  our  Alberta  oil 
and  gas  could,  if  tariffs  are  changed,  find  and  make  new  markets  in  this 
country.  I  know  too  little  about  these  industries  to  be  able  to  say.  But  I  do 
believe  that  by  breaking  down  the  tariff  problem  into  smaller  components, 
by  selectivity  as  to  the  items  that  are  changed,  and  with  much  more  flexibility 
of  mind  than  we  have  yet  shown,  it  should  be  possible  to  build  up  Canadian 
exports  to  the  United  States  to  provide  goods  that  American  consumers  will 
need  and  to  do  so  without  damage  to  existing  American  industries.” 

(b)  Free  Trade  Commodities  (Newsprint  and  Pulps) 

This  second  branch  of  our  export  trade  in  pulp  and  paper  products  can  be 
covered  more  briefly.  It  is  an  established  international  trade  that  is  generally 
freed  from  most  of  the  complicated  problems  of  tariff  revision.  It  is  now  a 
major  part  of  Canada’s  export  trade  and  is  likely  to  grow  steadily  in  the  years 
ahead.  I  will  only  mention  two  or  three  particular  problems  connected 
with  it. 

First,  as  to  trade  with  United  States.  In  newsprint  we  now  provide  80  per 
cent  of  U.S.  requirements — a  total  of  nearly  5  million  tons  a  year,  valued 
at  nearly  $600  million.  That  is,  four  out  of  every  five  pages  of  newspapers 
printed  in  the  United  States  come  from  Canada. 

Hon.  Mr.  Euler:  What  percentage  of  the  80  per  cent  of  our  production 
goes  to  American  consumption? 

Mr.  Fowler:  It  happens  to  be  almost  exactly  the  same  thing.  It  is  within 
a  percentage  point  or  two.  Eighty-three  or  eighty-four  per  cent  of  our  produc¬ 
tion  goes  to  the  United  States,  and  this  provides  about  80  per  cent  of  their 
requirements.  Relations  between  Canadian  producers  and  U.S.  consumers  are 
today  excellent.  They  have  not  always  been,  but  they  are  today. 

American  publishers,  I  believe,  regard  Canada  as  a  reliable  and  satisfactory 
source  of  supply  for  the  major  part  of  their  requirements.  It  is  true  that  some 
American  politicians  occasionally  express  concern  about  what  they  call  the 
“dependence”  of  the  U.S.  on  a  “foreign  source  of  supply”  for  their  press.  But 
I  do  not  believe  this  concern  is  shared  by  American  publishers,  who  buy  the 
product  and  can  assess  the  situation  from  personal  knowledge. 

The  publishers  themselves  have  estimated  that  the  consumption  of  news¬ 
print  in  the  United  States  and  Canada  will  continue  to  increase  and  will  by 
1960  total  7,950,000  tons.  If  we  deduct  Canadian  consumption  and  assume  that 
the  present  80  per  cent  of  U.S.  supply  will  continue  to  come  from  Canada  the 
resulting  estimate  of  the  U.S.  market  for  Canadian  newsprint  in  1960  is 
close  to  6,000,000  tons.  That  is  an  increase  from  present  levels  of  about 
1,000,000  tons  per  year  which  we  can  reasonably  expect. 

There  is  only  one  possible  danger.  Various  official  inquiries  held  in  the 
United  States  during  the  period  of  post-war  newsprint  shortages  have  come 
up  with  proposals  for  the  artificial  stimulation  of  new  newsprint  mills  with 
government  financing  and  special  tax  concessions,  and  also  for  the  development 
of  new  sources  of  fibre  supply  which  have  not  yet  been  proved  to  be  satisfactory 
for  making  newsprint. 
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Hon.  Mr.  “Howard:  Is  the  International  Paper  Company’s  new  mill  in  the 
southern  part  of  the  United  States  making  any  newsprint? 

Mr.  Fowler:  No.  I  think  that  a  new  mill  was  built  in  Natchez  to  make 
dissolving  pulp  for  artificial  fibres.  Various  southern  mills  also  make  great 
quantities  of  packaging  material,  cartons  and  boxes  and  the  like. 

Hon.  Mr.  Baird:  What  about  the  mill  in  Coldwater  in  Tennessee? 

Mr.  Fowler:  As  to  the  mills  in  the  south  that  make  newsprint,  there  is  . 
the  Southland  Mill  in  Texas. 

Hon.  Mr.  Baird:  That  mill  is  using  southern  pine? 

Mr.  Fowler:  Yes.  There  is  a  new  mill  at  Coosa  River  in  Alabama.  That 
is  the  one  in  which  the  Kimberley- Clark  people  are  interested.  Then  there 
is  the  new  Bowaters  mill  in  Tennessee  which  will  be  making  pulp  and  news¬ 
print  from  southern  pine. 

Hon.  Mr.  Baird:  That  will  not  be  a  predominant  factor? 

Mr.  Fowler:  As  far  as  I  can  see,  the  economic  growth  of  the  southern 
United  States  calls  for  this  kind  of  production.  It  is  there  and  easy  to  deliver, 
they  have  the  raw  materials,  and  it  is  a  natural,  I  think.  But  there  is,  as  I 
say,  this  result  of  some  of  the  enquiries  in  the  United  States. 

Whatever  might  have  been  said  about  the  soundness  of  these  proposals  at 
the  time  they  were  made — and  there  is  much  that  could  have  been  said — their 
validity  is  clearly  open  to  question  today.  The  shortage  of  the  past  few  years 
has  passed;  capacity  on  this  continent  is  now  slightly  in  excess  of  demand  and 
projected  capacity  through  to  1960  is  well  in  excess  of  estimated  growth  in 
demand. 

There  is  no  need  for  government  intervention  or  assistance;  the  matter  can 
be  safely  left  to  private  interprise.  Left  alone,  individual  producers  will  appraise 
the  market  and  will  prepare  to  meet  it.  Our  only  danger  is  that  the  abnormal 
relation  between  supply  and  demand  in  1947  will  be  applied  to  a  totally  different 
situation  in  1954  or  1955.  If  that  should  happen — if  there  were  government- 
financed  or  government-promoted  mills  built  to  meet  a  shortage  that  does  not 
exist — we  could  easily  repeat  the  mistakes  of  the  1920’s  and  1930’s  and  find  our¬ 
selves  with  an  artificially-created  state  of  over-capacity. 

And  I  do  not  think  I  need  to  go  into  the  history  of  the  1920’s  and  1930’s  with 
this  committee. 

I  know  the  newsprint  producers  of  Canada  will  welcome  any  Sound  com¬ 
mercial  venture  that  decides  to  enter  the  business  of  meeting  the  expanding 
needs  of  the  world  for  newsprint.  But  I  suggest  we  look  with  suspicion  on  any 
proposal  to  promote  a  newsprint  mill  because  someone  has  discovered  a  news¬ 
print  “shortage”  that  does  not  in  fact  exist. 

I  might  mention  another  problem  connected  with  newsprint  trade  with  the 
U.S.,  which  surprisingly  raises  a  question  of  the  tariff.  “Standard  newsprint” 
is  admitted  to  the  U.S.  duty  free,  but  the  inclusion  of  the  word  “standard”  makes 
it  necessary  for  the  U.S.  Tariff  Board  to  define  standards  and,  under  American 
practice,  the  definitions  are  based  on  the  quality  and  specifications  of  newsprint 
existing  when  the  Tariff  Act  was  passed  in  1930.  Developments  in  the  last  24 
years  in  the  publishing  industry  have  called  for  improved  paper  until  today 
the  tariff  standards  leave  no  further  room  for  improvement  in  quality.  They 
may  also  prevent  the  manufacturers  from  applying  new  mechanical  and 
chemical  discoveries  and  new  techniques  for  conserving  wood  resources  which 
have  developed  since  1930.  It  may  well  be  that  the  competition  for  advertising 
with  magazines,  radio  and  television  will  compel  newspaper  publishers  to  adopt 
new  formats  and  new  devices  in  their  newspapers.  And  this  might  well  call 
for  a  different  kind  of  newsprint.  It  is  likely  that  present  tariff  definitions  of 
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“standard  newsprint”  would  prevent  this,  and  even  today  it  is  making  impossible 
the  experimentation  that  such  developments  would  require.  I  am  thinking  of 
colour  in  newspapers,  and  so  on.  However,  this  problem  is  probably  one  for 
American  publishers  and  American  government  authorities,  rather  than  for 
Canadians. 

In  pulps,  the  prospects  are  somewhat  different  than  for  newsprint. 

Without  reading  the  whole  of  this,  I  can  summarize.  With  the  great  growth 
of  pulp  production  in  the  United  States,  Canada,  while  it  has  maintained  its 
tonnage  totals  and  slightly  increased  them,  has  really  done  so  by  taking  away 
that  business  from  Scandinavian  exporters,  and  we  are  likely  in  the  pulp 
business,  I  think,  to  be  a  marginal  supplier  of  pulps  to  the  United  States,  with 
all  that  that  implies,  with  either  a  feast  or  a  famine.  This  leads  one  to  the 
point  that  I  think  we  ought  to  perhaps  seek  ways  to  use  increasing  quantities  of 
these  pulps  at  home. 

Hon.  Mr.  Euler:  Why  can  they  not  produce  more  newsprint  in  the  United 
States? 

Mr.  Fowler:  I  think  the  short  answer  to  that  is  that  they  don’t  want  to. 

Hon.  Mr.  Baird:  In  other  words,  if  they  subsidize — if  the  government  lends 
the  money  they  still  would  not  have  the  pulp — the  raw  material. 

Mr.  Fowler:  They  would  have  great  difficulty  in  getting  pulp.  Pulp  is 
not  something  that  you  can  keep  in  storage  for  a  great  length  of  time,  it  is 
something  to  be  used.  It  is  perfectly  true  that  the  Americans  have  made 
enormous  strides  in  reversing  their  profligate  tree  use.  As  we  did,  they  cut 
down  forests  most  lavishly,  but  they  have  turned  around  and  now  have  a  fine 
forestry  policy.  All  members  of  the  industry  in  the  United  States  may  not 
agree  with  it,  some  think  it  should  be  more  in  private  hands,  and  that  sort  of 
thing,  but  they  have  gone  a  long  way. 

Hon.  Mr.  Baird:  In  other  words,  they  will  have  to  rely  on  the  foreign 
market  for  the  greater  portion  of  their  newsprint  needs? 

Mr.  Fowler:  I  think  so,  and  the  natural  market  for  them  is  Canada. 

Another  digression,  but  an  interesting  one,  is  that  the  big  trees  are  being 
overcut  very  fast  in  the  United  States.  Even  though  there  is  a  total  fibre 
growth,  apparently  within  their  annual  use  and  loss.  That  there  is  likely  to 
a  big  shift  away  from  the  big  timbers  into  a  fabricated  form  of  building 
materials,  and  that  means  a  larger  call  on  the  small  trees,  and  we  in  Canada 
have  the  reserve  supply  of  small  trees  in  North  American  forest  asset  picture. 

Hon.  Mr.  McKeen:  There  is  usually  a  big  enough  spread  between  news¬ 
print  and  the  fine  papers,  is  there  not? 

Mr.  Fowler:  It  is  more  expensive  to  make  finer  papers,  but  speaking 
now  from  memory,  the  figures,  as  I  remember,  are  $126  base  price  per  ton 
on  newsprint,  and  the  cost  of  fine  papers  range  $160  up  to  $225  and  beyond. 

Hon.  Mr.  McKeen:  Then  there  is  not  much  danger  of  their  ever  stepping 
heavily  into  newsprint? 

Mr.  Fowler:  I  do  not  think  so.  Except  the  situation  arises,  as  I  say, 
from  these  congressional  investigations.  The  United  States  congressional 
investigation  is  quite  an  experience,  I  have  been  through  two  or  three  of  them. 
Actually,  I  admire  much  of  the  work  these  committees  do,  but  in  newsprint 
particularly  it  is  the  raw  material  that  all  the  publishers  use  in  the  daily 
papers,  and  if  a  political  man  wants  to  get  on  the  front  page  of  every  north 
American  paper  he  only  needs  to  say  something  startling  about  newsprint. 

Of  course  the  reason  for  that  deviation  between  these  two  commodity 
groups  is  the  existence  of  tariffs. 

The  Chairman:  Perhaps  we  should  allow  Mr.  Fowler  to  finish  his  brief, 
and  then  we  can  question  him. 
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Mr.  Fowler:  I  am  mentioning  this  matter  of  cost  of  newsprint  and  the 
picture  in  the  marginal  supply  of  pulp.  Now  just  a  word  about  the  supply  of 
Canadian  newsprint  to  the  United  Kingdom. 

The  United  Kingdom  is  the  second  largest  export  market  for  Canadian 
newsprint.  It’s  post-war  history  has  been  a  discouraging  one.  From  a  pre-war 
average  level  of  347,000  tons  and,  in  1945,  214,000,  Canadian  exports  fell  to 
a  mere  13,500  tons  in  1950.  This  latter  figure  was  made  up  of  little  more 
than  token  shipments,  designed  to  keep  the  trade  channels  open.  By 
1953,  the  volume  had  been  built  back  up  to  about  175,000  tons  and  within 
recent  weeks,  the  British  Treasury  has  approved  the  annual  import  of  50,000 
additional  tons  from  Canada — of  which  25,000  tons  will  be  shipped  in  1954. 

By  next  fall,  newsprint  will  be  the  only  commodity  still  rationed  in  the 
U.K.  Despite  several  small  relaxations  of  control,  British  newspapers  are  still 
severely  curtailed  in  size.  Before  the  war,  they  averaged  about  20  pages  a 
day  but  now  are  still  only  at  8  pages.  This  again  is  a  matter  for  decision  by 
the  importing  country  but  it  is  to  be  hoped  that  this  last  wartime  control 
will  soon  disappear.  It  is  questionable  if  controls  can  be  successfully  and 
fairly  maintained  on  one  commodity  when  all  others  are  freed  from  control. 
Apart  from  these  administrative  problems,  there  may  be  another  reason  why 
the  restrictions  on  newsprint  in  the  U.K.  will  have  to  be  removed.  The 
British  economy  has  made  an  amazing  recovery;  it  has  improved  its  productive 
capacity  and  (as  we  have  in  Canada)  has  caught  up  with  demand  and  elimin¬ 
ated  post-war  shortages  of  consumer  goods.  During  the  period  of  shortage 
there  was  perhaps  little  need  for  advertising  to  dispose  of  available  produc¬ 
tion.  But  as  supply  has  improved,  one  commodity  after  another  has  passed 
from  control  and  from  wartime  “pooling”  and  standardization.  There  is  no 
longer  one  standard  government-defined  grade  of  petrol;  chocolates  are  once 
more  sold  under  individual  brand  names;  consumer  goods  are  no  longer  so 
scarce  that  the  entire  production  can  be  sold  without  selling  effort  or  advertis¬ 
ing.  It  may  well  turn  out  that  the  need  to  maintain  a  high  level  of  domestic 
production  and  consumer  demand  will  compel  an  early  removal  of  British 
newsprint  rationing.  Some  part  of  the  extra  demand  can  be  expected  to  be 
required  from  Canada. 

A  High- Cost  Economy: 

In  conclusion,  I  would  like  to  suggest  to  the  committee  some  general  ideas 
which  must  be  regarded  as  personal  and,  by  their  nature,  tentative.  As  a 
nation  dependent  to  a  major  degree  on  exports,  we  find  ourselves  encountering 
difficulties  in  competing  in  world  markets;  certainly  we  are  facing  problems 
which  have  not  been  familiar  in  recent  years.  The  stock  explanation  is  that 
we  have  become  a  high-cost  economy;  that  we  have  “priced  ourselves  out  of 
the  market”.  How  valid  is  this  excuse? 

The  answer  is  probably  not  to  be  found  by  looking  at  any  single  factor; 
such  as  high  taxes  or  high  labour  rates.  No  doubt  both  have  a  bearing  on 
the  problem  and  both  could  if  they  increased  materially  from  present  levels 
seriously  impede  Canadian  producers  from  competing  in  world  markets.  But 
these  matters  are  relative.  Undoubtedly  our  costs  are  high  relative  to  pre-war 
or  pre-inflation  periods.  Such  rising  costs  and  prices  were  inevitable  during 
years  when  all  factors  of  production — labour  and  capital — were  fully  employed, 
when  there  were  sellers’  markets  and  shortages.  Moreover,  being  dependent 
on  imports  for  about  one-fifth  of  our  gross  national  product  we  could  only 
resist  the  movement  of  world  prices  within  narrow  limits,  unless  we  had  been 
prepared  to  take  a  real  cut  in  living  standards.  But  there  is  no  evidence  to 
suggest  that  our  post-war  inflation  has  been  severe  relative  to  that  in  other 
countries  and  that,  relative  to  our  competitors,  we  are  a  high  cost  economy. 
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On  the  contrary,  nearly  everyone  would  agree  that  our  inflationary  pressures 
have  been  well  handled.  Much  the  same  conclusion  applies  to  productivity; 
we  have  had  a  better-than-average  investment  program  and  there  is  nothing 
to  suggest  that  it  has  been  unwisely  made  or  has  caused  us  to  fall  behind 
others  in  productivity.  So  also  with  our  taxation  levels,  which  are  inflationary 
or  become  inflationary  when  taxes  are  passed  on  in  the  prices  of  our  goods; 
but  again  relatively  Canada  is  not  out  of  line  with  other  countries. 

This  is  not  to  say  we  have  done  a  perfect  job.  Perhaps  we  have  raised 
our  living  standards,  our  real  incomes,  too  rapidly — including  the  leisure  of  a 
young,  rapidly  expanding  country.  Undoubtedly  we  have  sacrificed  some 
efficiency  and  thus  have  lower  productivity  than  we  would  have  had  if  we 
had  not  gone  through  a  period  when  full  demand  for  our  production  was 
assured.  Possibly  we  should  have  squeezed  our  welfare  program  a  bit  to  make 
room  for  defence  spending,  instead  of  expanding  both  together.  But  relative 
to  other  countries — both  our  competitors  and  our  markets — the  claim  that  we 
have  become  unduly  high  in  our  costs  is  not  borne  out  by  the  facts. 

If  the  stock  answer  is  not  valid,  what  then  is  the  explanation  for  our 
current  problems  in  international  trade?  In  some  industries  there  may  have 
been  over-expansion,  although  this  does  not  seem  to  be  a  general  condition. 
In  the  pulp  and  paper  industry  it  does  not  seem  to  have  occurred.  Some 
industries  may  have  acquired  markets  under  shortage  conditions  in  which  they 
cannot  now  compete  with  foreign  industries  returning  to  traditional  markets 
in  which  they  have  special  advantages  of  favourable  location  or  currency 
relations. 

We  supplied  some  markets  which  were  unnatural  to  Canada,  for  transpor¬ 
tation  reasons  and  the  like.  Such  factors  may  provide  a  partial  explanation 
of  our  current  problem. 

But  there  may  be  another  important  factor  to  take  into  account.  There 
seems  to  be  a  change  in  the  climate  of  international  trade.  The  post-war 
shortages  are  over;  supply  conditions  for  many  commodities  throughout  the 
world  have  improved  with  the  expansion  of  productive  capacity,  not  only  in 
Canada  but  also  in  all  producing  countries.  There  are  now  surpluses  to  sell. 
With  higher  power  to  produce,  more  goods  can  be  made;  and  with  expanded 
buying  power  more  goods  can  be  bought  and  consumed.  This  adds  up  to  the 
possibility  of  a  substantial  increase  in  real  standards  of  living  throughout  the 
world.  And  that  is  surely  a  good  thing. 

But  for  Canadian  traders  to  get  their  share  of  the  new  business  they  must 
recognize  that  conditions  are  not  the  same  as  they  have  been  for  the  last  eight 
years.  The  rules  of  the  game  have  changed.  We  now  have  something  to 
sell  and  must  resist  the  habits  of  inertia  that  have  grown  up  during  the  post¬ 
war  years.  We  can  no  longer  expect  the  buyers  to  come  to  us.  We  must  go 
to  them,  and  be  prepared  to  adapt  ourselves  to  their  needs,  as  to  product  design, 
methods  of  distribution  and  terms  of  financing.  This,  incidentally,  is  what  we 
expect  foreign  sellers  to  do  in  our  market.  We  must  be  ready  to  accept  small 
orders  and  to  find  new  buyers. 

I  am  personally  confident  that,  when  Canadian  exporters  have  adapted 
themselves  to  the  changed  climate  of  the  international  market-place,  they  will 
succeed  in  getting  their  share  of  its  business. 

Hon.  Mr.  Euler:  Mr.  Chairman,  may  I  ask  Mr.  Fowler  a  question?  Before 
the  war,  while  there  was  not  very  heavy  competition  in  the  newsprint  from 
the  Scandinavian  countries,  did  not  that  slight  competition  have  a  considerable 
effect  on  the  price  that  you  could  get  for  your  newsprint;  and  is  that  the 
case  now,  or  in  your  opinion  will  it  likely  be  the  case? 
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Mr.  Fowler:  I  was  not  with  the  industry  at  that  time,  but  I  have  heard 
about  it  and  I  think  it  is  undoubtedly  a  fact  that  the  constant  slide  in  news¬ 
print  prices  was  at  least  partly  due  to  the  Scandinavian  offerings.  We  have 
one  of  our  men  in  Finland  at  the  moment,  and  as  far  as  I  can  make  out 
inflation  in  that  country  has  been  considerably  higher  than  ours.  In  1951 
when  demand  was  very  high,  the  Scandinavian  countries  followed  the  policy 
of  taking  what  the  market  would  bear,  and  prices  skyrocketed.  As  the  market 
price  went  up  of  course  there  were  demands  for  higher  labour  rates  and 
general  costs  increased.  Now  they  are  stuck  with  very  high  costs,  as  a  result 
of  these  special  inflationary  conditions.  I  believe  the  answer  to  your  question 
is  “No,  that  kind  of  danger  is  unlikely.” 

Hon.  Mr.  Euler:  As  far  as  their  newsprint  is  concerned,  it  goes  into  the 
United  States  free? 

Mr.  Fowler:  Yes,  on  newsprint. 

Hon.  Mr.  Euler:  One  further  question:  Senator  Howard  and  I  happened 
to  be  in  New  Zealand  some  years  ago,  and  we  noticed  with  a  great  deal 
of  interest  that  they  had  planted,  I  think,  spruce — 

Mr.  Fowler:  California  pine. 

Hon.  Mr.  Euler:  They  had  planted  about  60,000  acres,  and  at  that  time 
the  trees  had  grown  to  a  considerable  size.  Apparently  they  grow  rapidly 
in  that  climate.  I  notice  by  the  newspapers  some  time  ago  that  these  trees 
were  now  being  cut,  and  that  they  had  established  a  newsprint  plant  in  that 
country. 

Mr.  Fowler:  It  is  actually  the  fact  that  one  is  being  built  there  at 
the  moment.  It  may  interest  you  to  know  that  one  of  the  Canadian  newsprint 
companies  is  providing  a  substantial  amount  of  the  engineering — 

Hon.  Mr.  Euler:  The  Abitibi  Company. 

Mr.  Fowler:  — with  no  ownership  interest  at  all.  Undoubtedly  there  will 
be  newsprint  production  there  which  will  take  a  good  portion  of  the  present 
markets  of  Australia,  New  Zealand  and  the  Southern  Pacific.  I  personally 
regard  that  as  something  like  what  I  said  about  the  southern  states;  the  raw 
material  is  there,  it  is  a  sound  commercial  venture,  transportation  is  much 
less,  and  all  in  all  a  very  good  thing  it  is.  One  thing  is  this,  that  Australia 
is  growing  very  rapidly,  New  Zealand  quite  rapidly  also  and  they  have  been 
severely  held  down  in  their  newsprint  consumption,  as  in  Britain,  so  that  I 
personally  believe  that,  while  there  may  be  some  slight  reduction  in  usage  of 
newsprint  from  Canada  by  Australia  and  New  Zealand,  it  has  already  been 
severely  curtailed  there  from  pre-war  levels,  and  I  do  not  think  it  will  go 
much  lower,  but  once  they  get  more  they  will  use  more. 

Hon.  Mr.  Euler:  Would  you  say  that  they  could  supply  their  own  demands? 

Mr.  Fowler:  No,  I  do  not  think  so.  I  do  not  think  their  forests  will 
allow  them  to  supply  all  their  potential  demands  in  the  future. 

The  Chairman:  Do  you  find  a  tendency  for  other  countries  to  establish 
pulp  and  paper  mills  owing  to  the  shortages  that  exist  in  those  countries? —  In 
other  words,  is  there  a  tendency  to  establish  in  those  countries  uneconomic 
industries? 

Mr.  Fowler:  There  are  some  things  going  on  throughout  the  world  such 
as  you  suggest.  There  are  some  suggestions  making  it  seem  as  if  it  were  possi¬ 
ble  to  manufacture  newsprint  and  plups  anywhere.  I  think  there  are  some  cases 
where  mills  are  being  stimulated  in  countries  which  have  not  got  raw  materials 
or  the  power  to  do  it.  As  soon  as  they  are  established  it  will  lead  to  demand 
for  tariff  protection  and  will  end  up  with  a  loss  to  the  Canadian  market  and 
with  very  high  cost  supplies  to  the  people  that  depend  on  those  mills. 
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Hon.  Mr.  Howard:  Mr.  Chairman,  I  want  to  congratulate  Mr.  Fowler  on 
his  presentation  here  this  morning.  He  has  given  the  finest  treatise  on  the 
question  that  I  have  heard  up  to  date.  Now,  I  would  like  to  ask  Mr.  Fowler 
this  question.  Do  you  definitely  consider  that  production  in  Canada  now  is  in 
line  with  the  regrowth  of  our  forests,  and  that  the  saving  from  this  and  that 
is  equal  to  what  you  are  cutting? 

Mr.  Fowler:  We  are  satisfied  as  to  that.  I  did  mention  the  point  that 
we  have  not  final  and  complete  inventories,  but  the  information  we  have  now 
would  indicate  that.  Five  years  ago  we  were  worried,  but  the  information 
we  now  have  has  led  us  to  believe  that  Canada  is  living  within  the  annual 
increment  and  that  the  consumption  by  pulp  and  paper  companies,  lumber 
companies,  fuel  wood,  fire,  and  disease,  is  in  line  with  the  regrowth.  I  do  not 
think  this  situation  applies  over  all  areas  in  Canada,  but  I  think  the  record  of 
living  within  one’s  annual  income  is  better  on  the  pulp  and  paper  held  limits 
than  perhaps  other  places  in  Canada,  because  these  mills  have  expensive  mills 
that  have  to  be  kept  going. 

Hon.  Mr.  Howard:  I  have  another  question  to  ask  Mr.  Fowler,  and  that  is, 
do  you  quote  exactly  the  same  price  for  your  export  business  as  you  do  for 
your  local  consumption,  your  Canadian  or  American  business,  or  do  you  change 
it  according  to  the  situation? 

Mr.  Fowler:  I  am  not  in  the  merchandising  end  of  the  industry  so  I  am 
reporting  what  I  believe  the  individual  companies  do.  I  think  their  export 
price  is  generally  based  on  the  equivalent  North  American  price  that  they 
quote,  although  there  are  charges  for  ocean  freight  and  ocean  packing  involved, 
but  I  think  it  is  a  one-price  structure  generally  speaking  throughout  the  world. 
One  other  thing  I  should  mention,  if  I  can  just  take  a  second — I  forgot  the  effect 
of  the  exchange  rate  as  between  Canada  and  the  United  States. 

Hon.  Mr.  Howard:  Yes,  we  know  about  that. 

Mr.  Fowler:  That  has  been  quite  a  serious  item  to  us  because  we  do  have 
to  sell  for  American  dollars  in  the  American  market  and  it  simply  means  if 
there  was  a  difference  of  3  per  cent,  that  is  just  $3  or  $4  less  Canadian  money 
that  you  get  for  your  product. 

Hon.  Mr.  Howard:  So  when  the  American  dollar  again  goes  higher  than  our 
money  you  will  be  in  clover? 

Mr.  Fowler:  We  will  be  much  better  off. 

Hon.  Mr.  Euler:  And  if  it  goes  lower,  why  don’t  you  raise  your  prices? 

Mr.  Fowler:  There  seems  to  be  a  limit  to  that. 

Hon.  Mr.  Howard:  Have  you  any  idea  what  percentage  of  the  pulp  and 
paper  industry  is  owned  by  United  States  capital? 

Mr.  Fowler:  No,  I  have  not,  sir. 

Hon.  Mr.  Howard:  Do  you  think  that  that  situation  has  a  good  effect  on  the 
relationship  which  exists  between  Canada  and  the  United  States? 

Mr.  Fowler:  I  do  not  think  it  has  a  bad  effect.  I  think  it  is  one  of  the  good 
ties  that  binds  our  countries  together. 

Hon.  Mr.  Lambert:  Excluding,  of  course,  the  Chicago  Tribune. 

Mr.  Fowler:  They  are  a  couple  of  good  members  of  ours.  With  all  due 
respect  to  you,  Senator  Lambert,  they  have  two  very  fine  mills  indeed  in  Canada. 

Hon.  Mr.  Lambert:  You  mentioned  a  figure  of  450,000  tons  increase  in  out¬ 
put  in  the  next  couple  of  years.  Would  a  large  percentage  of  that  be  composed 
of  this  country’s  production?  You  mentioned  the  continent  as  a  whole. 
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Mr.  Fowler:  Yes,  a  good  deal  of  it  is  in  this  country,  probably  not  80  per 
cent,  because  it  includes  the  new  Bowater’s  Mills  in  Tennessee,  there  is  one  in 
Northern  Ontario  and  one  in  British  Columbia  and  other  potentials  beyond 
that  in  Canada. 

Hon.  Mr.  Turgeon:  When  I  ask  this  question  l  am  thinking  of  the  new  trade 
treaty  with  Japan.  Does  your  industry  look  forward  to  trade  with  Japan  with 
any  great  expectations? 

Mr.  Fowler:  I  have  not  studied  that  agreement  very  carefully.  Individual 
companies  in  the  industry  sell  a  good  deal  of  dissolving  pulp  to  Japan.  We 
have  sold  some  newsprint  but  the  dissolving  pulp  is  the  main  export  from 
mainly  the  west  coast.  I  certainly  would  like  to  see  more  flow  of  trade  between 
our  countries.  I  think  the  problems  connected  with  Japanese  trade  and  Japanese 
economy  are  enough  to  stagger  you  when  you  look  at  them,  what  with  their 
population  and  lack  of  raw  material,  so  I  would  like  to  see  us  expand  that 
business,  but  as  I  said,  I  have  not  studied  the  impact  of  this  treaty. 

The  Chairman:  Well,  I  am  sure,  Mr.  Fowler,  that  you  have  the  thanks  of 
every  senator  here  for  the  fine  presentation  you  gave  us.  You  gave  us  more 
information  about  the  pulp  and  paper  industry  than  we  have  heard  in  this 
room  for  many  a  day. 

Mr.  Fowler:  I  am  very  glad  to  come. 

Whereupon  the  Committee  adjourned. 


THE  SENATE  OF  CANADA 


STANDING  COMMITTEE  ON 

CANADIAN  TRADE  RELATIONS 

in  respect  to  the  inquiry  into  what,  in  their  opinion,  might  be 
the  most  practical  steps  to  further  implement  Article  2 
of  the  North  Atlantic  Treaty. 


No.  5 


WEDNESDAY,  JUNE  23,  1954 


The  Honourable  A.  N.  McLEAN,  Chairman 


WITNESS 

Mr.  A.  de  V.  Leigh,  M.B.E.,  Secretary,  London  Chamber  o£  Commerce. 


REPORT  OF  THE  COMMITTEE 


APPENDIX  B 

Submission  by  the  Agricultural  Institute  of  Canada. 


EDMOND  CLOUTIER,  C.M.G.,  O.A.,  D.S.P. 
QUEEN’S  PRINTER  AND  CONTROLLER  OF  STATIONERY 
OTTAWA,  1954. 


CANADIAN  TRADE  RELATIONS 
The  Honourable  A.  N.  McLean,  Chairman 
The  Honourable  Senators 


Baird 

Dufifus 

MacKinnon 

Bishop 

Euler 

McDonald 

Blais 

Fraser 

McKeen 

Buchanan 

Gouin 

McLean 

Burchill 

*Haig 

Nicol 

Campbell 

Hawkins 

Paterson 

Crerar 

Howard 

Petten 

Daigle 

Kinley 

Pirie 

Davies 

Lambert 

Turgeon 

Dessureault 

*Macdonald 

V  aillancourt —  ( 28  ) 

*ex  officio  member. 
35  Members. 


(Quorum  7) 


ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Tuesday,  February 
23,  1954:  — 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically 
between  the  countries  who  are  signatories  to  the  North  Atlantic 
Treaty,  can  be  co-ordinated  with  the  trade  policies  of  other  countries 
of  the  free  world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty 
whereby  “The  Parties  agree  that  an  armed  attack  against  one  or 
more  of  them  in  Europe  or  North  America  shall  be  considered  an 
attack  against  them  all”. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or 
individuals  from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry.” 

L.  C.  MOYER, 

Clerk  of  the  Senate . 
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Wednesday,  June  23,  1954. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.00  a.m. 

Present:  The  Honourable  Senators — McLean,  Chairman,  Bishop,  Burchill, 
Crerar,  Gouin,  Haig,  Hawkins,  Howard,  Kinley,  Lambert,  Macdonald 
MacKinnon,  Petten  and  Turgeon. —  (14). 

In  attendance:  The  official  reporters  of  the  Senate. 

Consideration  of  the  order  of  reference  of  February  23,  1954,  was  resumed. 

Mr.  A.  de  V.  Leigh,  M.B.E.,  Secretary,  London  (England)  Chamber  of 
Commerce,  was  heard. 

At  11.00  a.m.  the  Committee  adjourned. 

At  4.00  p.m.  the  Committee  resumed. 

Present:  The  Honourable  Senators — McLean,  Chairman,  Burchill,  Crerar, 
Daigle,  Dessureault,  Gouin,  Haig,  Hawkins,  Howard,  Kinley,  Lambert,  Mas- 
donald,  MacKinnon,  Petten,  Turgeon  and  Vaillancourt. —  (16). 

Mr.  A.  de  V.  Leigh  was  further  heard  and  questioned. 

A  submission  by  the  Agricultural  Institute  of  Canada  was  ordered  to  be 
printed  as  Appendix  B  to  these  proceedings. 

A  draft  Report,  read  by  the  Chairman,  was  considered. 

On  motion  of  the  Honourable  Senator  Turgeon,  the  said  Report  was 
adopted.  (See  page  130). 

Consideration  of  the  order  of  reference  was  concluded. 

At  5.15  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

ATTEST. 

John  A.  Hinds, 

Assistant  Chief  Clerk  of  Committees. 
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MINUTES  OF  EVIDENCE 

The  Senate 

Ottawa,  Wednesday,  June  23,  1954. 

The  Standing  Committee  on  Canadian  Trade  Relations,  which  was  em¬ 
powered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty,  and  with  other  countries 
of  the  free  world,  met  this  day  at  10  a.m. 

Hon.  Mr.  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  the  meeting  is  called  to  order. 
As  we  are  now  all  familiar  with  the  resolution  with  which  this  committee 
is  charged  and  which  is  based  on  Articles  II  and  V  of  the  North  Atlantic 
Treaty,  I  do  not  believe  it  will  be  necessary  to  repeat  it. 

We  are  honoured  this  morning  to  have  with  us  Mr.  A.  de  V.  Leigh,  M.B.E., 
Secretary  of  the  London  (England)  Chamber  of  Commerce,  which  is  one 
of  the  largest  organizations  of  its  kind  in  the  world.  Mr.  Leigh  has  been 
Secretary  of  this  great  organization  for  over  thirty  years,  and  has  been  in 
close  touch  with  all  parts  of  the  British  Empire  and  with  other  nations  of  the 
free  world,  especially  with  those  which  belong  to  NATO.  He  is  regarded 
as  one  of  the  top  authorities  in  Europe  on  international  trade  and  economics 
as  he  is  extremely  well  informed  on  these  matters. 

Mr.  Leigh  has  come  a  long  distance  and  has  made  considerable  sacrifice 
to  be  with  us  here  today,  and  we  are  certainly  thankful  for  the  great  interest 
he  has  taken  in  the  work  of  our  committee.  His  last  visit  to  Canada  was  to 
attend  the  Empire  Trade  Conference  called  by  Prime  Minister  Bennett  in  1932. 

I  shall  now  call  upon  Mr.  Leigh  to  present  his  brief,  at  the  conclusion 
of  which  there  will  be  the  usual  question  period,  when  each  senator  can,  in 
turn,  ask  Mr.  Leigh  to  enlarge  upon  and  clarify  any  points  which  he  may  wish 
to  have  brought  out. 

Mr.  A.  de  V.  Leigh,  MlB.E.,  (Secretary  of  the  London  (England)  Chamber 
of  Commerce) :  Honourable  senators,  the  London  Chamber  of  Commerce  were 
greatly  honoured  by  receiving  your  invitation  to  submit  evidence  to  this 
committee,  and  I  myself  feel,  indeed,  highly  honoured  to  be  here  to  present 
those  views. 

Honorable  senateurs,  malheureusement  je  ne  parle  pas  francais  assez  bien 
pour  vous  adresser  la  parole  dans  cette  langue,  et  je  vous  demanderais  d’etre 
bien  indulgent  en  cette  instance. 

I  will,  if  I  may,  read  the  memorandum  which  is  in  front  of  you,  and  might 
I  suggest  that  you  should  mark  any  points  as  we  go  along  and  come  back  to 
them  when  I  have  finished,  as  there  are  questions  that  may  be  answered 
later  on  in  the  brief  itself. 
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THE  LONDON  CHAMBER  OF  COMMERCE  (INC.) 

69  Cannon  Street,  London  E.C.4 

Memorandum  of  evidence  for  submission  to  the  Standing  Committee  on 
Canadian  Trade  Relations  of  the  Canadian  Senate 

PART  I 

The  London  Chamber  of  Commerce  has  13,000  direct  members  with  another 
50,000  represented  on  its  Council  through  45  affiliated  associations.  A  very  high 
percentage  of  its  direct  members  are  engaged  in  overseas  trade.  That  applies 
not  only  to  the  merchants  of  whom  there  are  some  6,000  but  also  to  the 
manufacturers  of  whom  there  are  about  the  same  number.  In  fact,  the  manu¬ 
facturers  belong  to  the  Chamber  primarily  on  account  of  the  help  it  can 
give  them  in  their  overseas  trade.  The  Chamber  also  houses  and  staffs  the 
National  General  Export  Merchants’  Group,  the  members  of  which  are  solely 
engaged  in  the  export  trade. 

Prior  to  1914,  the  main  risk  which  an  exporter  took  was  that  his  buyer 
abroad  might  prove  to  be  dishonest  or  incapable  of  paying.  That  a  buyer 
might  be  both  honest  and  solvent,  and  yet  that  the  exporter  here  might 
not  receive  payment,  because  a  foreign  country  had  no  foreign  currency  and 
put  an  embargo  on  payments,  was  so  remote  a  risk  as  to  be  relatively  negligible. 
But  after  the  first  world  war  suspensions  of  payment  by  Governments  became 
a  serious  risk;  and  since  the  second  world  war  a  major  one. 

It  will  be  seen  therefore  that  the  question  of  international  payments 
is  of  consequence  to  those  engaged  in  the  export  trade.  It  is  not  a  matter  of 
academic  interest  to  them,  but  vitally  affects  their  daily  transactions. 

Realizing  this  trend  the  Chamber  set  up  a  Special  Committee  on  Inter¬ 
national  Payments  as  long  ago  as  1931  and,  from  time  to  time  since  then, 
this  subject  has  again  been  reviewed  by  the  Chamber,  and  the  broad  conclusions 
reached  some  23  years  ago  have  on  more  than  one  occasion  been  reaffirmed. 

It  will  be  appreciated  that  those  engaged  in  international  commerce  cannot 
be  satisfied  with  anything  less  than  the  establishment  of  a  system  of  multi¬ 
lateral  payments  covering  the  whole  world:  only  when  such  a  system  is 
established  and  functioning  can  goods  and  services  move  freely  from  country 
to  country.  This  was  possible  prior  to  the  first  world  war  and  to  a  less  extent 
during  some  of  the  inter-war  years,  but  has  not  been  possible  during  the 
eight  years  which  have  followed  the  second  world  war. 

To  remove  the  Money  Curtain  which  effectively  divides  the  dollar  area 
and  the  rest  of  the  free  world  is,  in  this  Chamber’s  submission,  the  major 
economic  problem  of  to-day,  beside  which  all  other  economic  problems  sink 
into  relative  insignificance. 

It  seems  to  be  tacitly  assumed  that  the  only  way  in  which  this  highly 
desirable  objective  can  be  realized  is  to  restore  the  nineteenth  century  tech¬ 
nique,  under  which  national  currencies  were  freely  bought  and  sold  for  what 
they  would  fetch  on  the  international  exchange  market.  In  this  Chamber’s 
view  the  old  technique  is  out-of-date  and  cannot  be  restored  and  therefore 
if  the  objective  of  freer  trading  is  ever  to  be  reached,  new  techniques  must 
be  found  in  harmony  with  twentieth  century  conditions.  It  appears  to  this 
Chamber  to  be  entirely  unrealistic  to  advocate  the  restoration  of  a  system 
which  has  been  completely  outmoded  by  the  immense  revolutions  which  have 
taken  place  in  the  methods  of  production  and  distribution;  in  the  sphere  of 
politics;  in  the  social  sciences  and,  more  particularly,  in  the  organization  of 
labour. 
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It  was  recognized  by  this  Chamber  some  23  years  ago  that  many  of  the 
factors  which  had  made  the  nineteenth  century  system  of  international  pay¬ 
ments  work,  had  either  disappeared  or  had  become  greatly  modified;  and  it 
is  evident  that  the  second  world  war  completed  what  the  first  world  war  had 
begun.  It  may  therefore  be  well  to  consider  what  those  factors  were. 

The  United  Kingdom  up  to  the  outbreak  of  the  first  world  war  was  the 
World  Creditor.  Being  unable  to  grow  enough  food  for  her  people  she  was 
obliged  to  import  very  large  quantities  annually,  as  well  as  practically  all 
her  raw  materials  with  the  exception  of  coal.  The  system  of  international 
payments  which  she  evolved  was  based  upon  these  quite  exceptional  and 
peculiar  circumstances.  The  Industrial  Revolution  had  taken  place  in  England 
at  the  end  of  the  eighteenth  century.  She  was  the  workshop  of  the  world 
throughout  the  nineteenth  century,  and  not  until  the  beginning  of  the  twentieth 
century  did  any  rival  appear.  The  nineteenth  century  system  of  International 
Payments  which  in  its  simplest  terms  was  a  system  of  international  free  trade 
in  national  currencies,  i.e.  convertibility,  could  only  be  made  to  work  if  each 
nation,  of  the  one  part,  and  the  rest  of  the  world,  of  the  other,  could,  by  one 
means  or  another,  be  kept  in  approximate  equilibrium.  This  the  United 
Kingdom  made  it  its  business,  as  World  Creditor,  to  enable  every  nation  to 
do.  The  chamber  wishes  to  emphasize  that  it  is  not  attributing  any  special 
virtue  to  the  United  Kingdom  in  this  respect.  It  was  a  system  which  suited 
the  special  circumstances  of  the  United  Kingdom  and  of  the  rest  of  the  world 
at  that  time.  The  United  Kingdom  had  no  cause  to  fear  competition  with  its 
domestic  manufactures  by  imports  of  manufactured  goods,  since  the  other 
nations,  by  and  large,  only  had  foodstuffs  and  raw  materials  to  offer.  Under 
a  system  of  free  trade,  then,  the  United  Kingdom  received  annually  imports 
of  foodstuffs  and  raw  materials  which  were  double  the  value  of  her  exports 
of  manufactured  goods.  Half  of  these  imports  were  payment  for  her  exports, 
and  the  other  half  were  in  payment  of  interest  on  the  loans  which  she  had 
made,  and  for  shipping  and  banking  services,  etc. — the  invisibles.  Her  willing¬ 
ness  to  accept  imports  to  double  the  value  of  her  exports  was  the  first  provision 
made  by  the  United  Kingdom  as  World  Creditor  to  enable  the  other  nations 
of  the  world  to  maintain  their  balance  of  payments.  The  second  provision 
was  that  if  a  nation  had  a  bad  harvest  and  for  that  or  other  reasons  was  unable 
to  pay  with  its  exports  for  its  imports  plus  interest  on  its  loans,  it  came 
into  the  London  Market  for  another  loan.  It  has  been  estimated  that  the 
United  Kingdom  lent  £100  millions  a  year  for  some  60  years,  i.e.  some  £6,000 
millions  by  simple  addition.  At  compound  interest  this  sum  would  have  been 
astronomical.  On  the  outbreak  of  war  in  1914  the  market  value  of  the 
United  Kingdom’s  foreign  investments  was  some  £4,000  millions — not  even 
the  original  £6,000  millions:  the  rest,  for  the  most  part,  had  been  repudiated. 

The  truth  of  the  matter  is  that  a  relatively  high  rate  of  interest  was  paid 
on  these  foreign  bonds,  so  that  by  the  time  they  began  to  fall  on  the  Stock 
Exchange,  the  first  holder  who  sold  and  took  a  loss  felt  he  had  not  done  too 
badly.  The  next  man,  in  his  turn,  took  his  rate  for  two  or  three  years  and  sold 
again  at  a  loss,  so  that  as  a  rule  the  loss,  by  the  time  the  bond  was  finally 
repudiated,  was  spread  over  a  very  large  and  wealthy  investing  class.  They 
felt  that  they  had  known  the  bond  was  speculative,  otherwise  there  would  not 
have  been  a  high  rate  of  interest,  and  that  they  had  just  been  unlucky.  The 
United  Kingdom  did  in  fact  give  away  an  immense  amount  of  real  wealth 
to  the  world  through  making  loans  on  which  the  debtors  defaulted. 

It  will  be  appreciated  that  if  a  borrower  in  a  foreign  country  failed  to  pay 
interest  and  amortization  to  the  United  Kingdom  this  was  not  due  to  any 
obstacle  being  put  in  his  way  by  the  United  Kingdom.  The  latter  was  ready 
and  willing  to  accept  an  excess  of  imports  over  exports.  Whilst  defaults  on 
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a  substantial  scale  did  take  place,  as  indicated  above,  many  borrowers  over¬ 
seas  paid  their  interest  regularly  and  ultimately  repaid  the  capital.  Had 
this  not  been  the  case  the  private  investors  in  the  United  Kingdom  would 
not  have  been  willing  to  lend  their  money  abroad. 

Now  it  is  quite  obvious  that  if  the  present  World  Creditor,  the  United 
States,  is  going  to  insist  on  an  excess  of  visible  exports  over  imports  every 
year,  that  system  cannot  work. 

The  first  provision  set  out  above  for  enabling  each  nation  to  maintain 
approximate  equilibrium,  namely,  that  the  World  Creditor  should  be  prepared 
to  receive  an  excess  of  imports  over  exports,  is  reversed,  and  the  United 
States,  by  having  a  large  excess  of  exports  over  imports,  is  itself  the  unbalanc¬ 
ing  factor.  It  necessarily  follows  that  if  the  United  States  has  a  favourable 
balance  annually  with  the  rest  of  the  world,  the  rest  of  the  world  must  have 
an  unfavourable  balance  with  the  United  States:  that  is  merely  the  other 
side  of  the  same  balance  sheet.  Nor  can  the  second  provision  mentioned 
above  come  into  operation  under  these  circumstances.  The  world  would 
be  unable  to  earn  enough  dollars  to  pay  the  United  States  for  her  current 
exports,  much  less  for  interest  on  loans  and  for  other  invisibles  as  well:  it 
is  therefore  unlikely  that  potential  investors  in  the  creditor  nation  would  be 
prepared  to  make  loans.  In  short,  the  nineteenth  century  technique  cannot 
possibly  work  in  the  second  half  of  the  twentieth  century  under  the  totally 
different  circumstances  of  the  New  World  Creditor  and  the  changed  conditions 
in  the  world  at  large. 

It  may  now  be  well  to  review  some  of  the  other  factors  present  before  the 
first  world  war  which  have  since  either  disappeared  or  become  greatly  modified, 
and  which  played  an  important  part  in  the  functioning  of  the  nineteenth 
century  technique. 

The  Cunliffe  Committee  on  Currency  and  Foreign  Exchanges,  in  its  first 
Interim  Report  issued  in  August,  1918,  and  the  Macmillan  Committee  on 
Finance  and  Industry  which  presented  its  Report  in  June,  1931,  both  described 
the  orthodox  theory  of  bank  rate.  The  effect  of  a  high  bank  rate  on  the 
internal  situation  was  to  curtail  credit,  to  diminish  enterprise  and  cause 
unemployment,  and  then  that  unemployment  would  tend  to  bring  down  wages 
so  that  costs  of  production  generally  would  fall. 

When  it  was  decided  in  1921  to  make  the  pound  “look  the  dollar  in  the 
eye”  this  was  the  policy  which  was  pursued.  The  result,  however,  was  not, 
as  in  pre-war  days,  to  enforce  a  general  reduction  in  wages,  through  unem¬ 
ployment,  so  strengthening  the  competitive  position  of  this  country  inter¬ 
nationally:  instead,  it  set  up  a  complex  of  internal  stresses  and  strains  which, 
amongst  other  things,  led  to  the  General  Strike  of  1926. 

The  growth  in  the  power  of  organized  labour,  and  the  political  and  psycho¬ 
logical  consequences  of  the  prolonged  and  severe  unemployment,  not  only  in 
this  country,  but  throughout  the  world,  which  followed  the  crisis  of  1929/1931, 
have  made  it  quite  certain  that  no  government  in  any  of  the  Free  Nations 
will  to-day  deliberately  bring  about  unemployment  on  the  grand  scale  in 
order  to  force  down  wages. 

Nor  would  this  old  technique  prove  acceptable  to  industry  and  commerce. 
Mass  production  implies  mass  consumption.  The  overheads  in  modern  industry 
can  only  be  met,  and  a  profit  made,  when  goods  are  being  turned  out  at  a  high 
percentage  of  capacity. 

Further,  it  was  generally  true  before  the  first  world  war  that  the  reason 
why  a  nation  was  out  of  balance  was  that  is  internal  prices  were  too  high  in 
relation  to  world  prices;  and  that  if  its  products  were  cheap  enough  they  would 
find  a  ready  sale  in  the  world’s  markets. 

That  the  nations  nowadays  are  not  prepared  to  accept  imports  merely 
because  they  are  cheap  was  fully  demonstrated  between  the  wars,  when  many 
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nations  took  special  measures  to  keep  out  Japanese  goods  because  they  were 
too  cheap  and  so  threatened  their  own  domestic  industries.  Moreover,  as  has 
been  said  elsewhere,  the  problem  of  maintaining  full  employment  is  now  a 
dominant  preoccupation  with  all  governments. 

It  is  admittedly  extremely  difficult  to  adjust  one’s  mind  to  the  vast  changes 
in  the  political,  social  and  economic  life  of  the  world  which  have  taken  place 
since  the  first  world  war,  and  to  abandon  long  held  and  once  true  theories  and 
beliefs.  If,  however,  we  are  to  be  realistic — and  at  this  crucial  turning  point 
in  the  world’s  history  it  is  essential  that  we  should  be — it  is  necessary  to 
recognize,  and  to  admit,  that  nations  will  no  longer  take  imports  merely 
because  they  are  cheap.  It  is  useless  to  say  that  nations  should  do  so;  that 
they  would  be  richer  if  they  would;  the  fact  remains,  in  the  world  as  it  is, 
the  nations  don’t  and  won’t.  It  may  be  true — but  if  true  it  is  irrelevant — that 
a  country  which  excels,  e.g.,  in  the  production  of  dairy  produce  and  wool  should 
concentrate  on  those  productions  and  should  export  them,  buying  in  return  the 
manufactured  goods  it  needs,  and  that  by  this  international  division  of  labour 
the  world’s  wealth  would  increase.  In  practice,  however,  rather  than  see  those 
of  their  sons  and  daughters  migrate  who  are  not  content  to  be  dairy  farmers, 
the  people  of  that  dairying  country  will  prefer  to  pay  more  for  possibly  inferior 
but  locally  produced  good  if,  by  so  doing,  they  can  keep  their  children  and 
their  grandchildren  round  them  and,  through  sacrifice,  build  up  a  well-balanced 
economy. 

The  first  world  war  gave  a  great  stimulus  to  industrialization  in  all  countries 
since,  for  the  first  time,  they  experienced  the  discomfort  and  hardship  of  being 
cut  off  from  their  overseas  sources  of  supply.  They  also  became  acutely  aware 
of  the  defenceless  position  of  a  nation  which,  having  no  industry  of  its'  own, 
was  entirely  dependent  on  imports  even  for  rifles  and  ammunition.  Thus 
industrialization  has  become  a  political  matter,  apart  from  purely  economic 
considerations. 

Between  the  wars,  so  long  as  loans  from  the  United  States  enabled  the 
economically  weak  nations  to  balance  their  accounts  with  the  world,  inter¬ 
national  convertibility  of  currencies  was  somewhat  precariously  maintained, 
but  with  the  withdrawal  of  American  loans  from  Europe  in  1931,  Germany, 
Austria,  Italy,  Turkey,  Spain,  Hungary,  Bulgaria,  Yugoslavia,  Roumania, 
Czechoslovakia,  Greece,  Denmark,  Latvia,  Estonia  and  Portugal  (the  last  two 
named  confined  it  to  capital  transactions  from  1933-34  onwards),  joined  in 
1936  by  Poland,  adopted  exchange  control  for  the  rest  of  the  inter- war  period. 
Whilst  the  United  Kingdom  itself  was  forced  to  abandon  the  gold  standard  in 
1931  the  pound  sterling  remained  convertible  into  gold  and  other  currencies 
throughout  the  whole  period  betwen  the  two  world  wars  but  only  at  the 
expense  of  widely  fluctuating  exchange  rates.  Several  South  American  Re¬ 
publics  also  adopted  exchange  control  in  1931-32,  and  after  a  period  of 
relaxation,  intensified  it  in  1937.  There  can  be  no  doubt  that  so  long  as  the 
debtor  nations  had  been  able  to  find  a  ready  buyer  of  their  exportable  surpluses 
and,  in  times  of  difficulty,  obtain  a  loan  on  the  London  Market  to  tide  them 
over,  they  had  not  appreciated  the  weakness  of  their  position  but,  in  the  inter¬ 
war  years,  thrown  back  upon  their  own  resources,  fear  gave  an  immense 
stimulus  to  the  desire  for  self-sufficiency.  If  they  imported  goods  there  was 
no  guarantee  that  they  would  be  allowed  to  pay  for  those  goods  with  their 
exports.  Instead,  the  money  which  they  had  paid  for  their  imports  might  be 
used  to  buy  not  their  exportable  goods  but  their  existing  fixed  assets — their 
land,  their  industries,  their  newspapers,  hotels,  cinemas,  etc.  This  was  a 
prospect  which  no  country  wishing  to  maintain  its  economic,  and  therefore 
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political  independence,  could  contemplate  with  equanimity.  This  further  peril 
then  was  met  by  Bilateral  Trade  Agreements,  Barter  Deals  for  the  exchange 
of  goods  against  goods,  quotas,  etc. 

The  fear  of  having  their  existing  fixed  assets  bought  by  foreigners  was 
also  a  potent  factor  in  encouraging  nationalization  as  the  one  sure  means  of 
ensuring  that  industries  did  not  fall  under  foreign  control.  Since  the  second 
world  war  the  fears  which  are  here  described  are  still  potent.  All  the  nations 
are  busily  engaged  in  trying  to  build  up,  through  industrialization,  a  balanced 
economy  with  the  maximum  possible  degree  of  self-sufficiency  as  their  objective. 
To  attempt  to  force  them  to  abandon  their  protective  mechanisms,  exchange 
controls,  quotas  and  the  rest,  will  merely  convert  fear  into  panic.  Only  by 
removing  the  very  real  perils  against  which  these  mechanisms  are  their  defence 
can  that  fear  be  eliminated  and  humanity  saved  from  the  colossal  economic 
waste  which  economic  nationalism,  carried  to  its  logical  conclusion,  would 
represent.  Violent  gusts  of  wind  merely  cause  a  man  to  wrap  his  coat  more 
tightly  round  him,  but  he  will  himself  remove  it  when  he  feels  the  heat  of 
the  sun. 

Under  the  existing  conditions  the  United  States  each  year  earns  an  im¬ 
mense  quantity  of  foreign  currencies  which  she  does  not  wish  to  use  for  the 
purpose  of  buying  imports  in  return.  So  long  as  the  countries  in  which  that 
money  is  legal  tender  maintain  exchange  controls,  the  American  owners 
of  it  cannot  offer  it  for  sale  to  other  Americans  for  what  it  will  fetch  in  dollars. 
As  other  Americans  would  have  no  use  for  it  either,  it  would  clearly  fetch 
very  little  in  dollars. 

In  other  words,  if  it  were  not  for  exchange  controls,  the  exchange  rates 
of  those  foreign  monies,  in  terms  of  dollars,  would  be  knocked  down  to  next 
to  nothing  and  their  economies  ruined.  Nor  is  it  to  be  thought  that  when  their 
currencies  had  been  thus  devalued  in  terms  of  dollars,  their  goods  would  be 
allowed  to  flow  freely  into  the  U.S.A.,  and  so  restore  balance.  If,  for  example, 
the  British  £  depreciated  in  terms  of  the  dollar  to  a  point  where  our  goods 
did  defeat  the  American  tariff,  it  would  be  represented  in  America  that  they 
were  produced  by  sweated  labour,  and  so  they  would  appear  to  be,  if  British 
wages  were  converted  into  dollars  at  the  depreciated  exchange  rate.  The 
United  States  would  thereupon  stop  British  imports.  These  then,  are  the 
reasons  why  the  non-dollar  nations  are  not  willing  to  remove  exchange  controls. 

The  only  other  course  open  to  American  owners  of  that  foreign  money 
is  to  use  it  to  buy  up  fixed  assets  in  the  country  where  it  is  legal  tender. 
Those  investments  will  produce  interest,  dividends,  etc.,  and  these  will  be 
added  to  the  excess  of  foreign  currency  earned  by  the  United  States  in  the 
next  year  so  that  the  amount  of  foreign  fixed  assets  which  will  have  to  be 
bought  as  j^ear  follows  year  will  progressively  increase.  This  type  of  foreign 
investment  by  the  U.S.A.  far  from  helping  to  close  the  dollar  gap,  will,  on 
the  contrary,  tend  to  widen  it. 

A  clear  distinction  should,  it  is  submitted,  be  drawn  between  two  very 
different  forms  of  foreign  investment.  The  first  consists  of  putting  a  new 
capital  asset  into  a  foreign  country  on  loan,  an  asset  which  that  country  could 
not  have  afforded  to  buy  out  of  its  current  foreign  earnings,  and  which  is 
calculated  to  increase  the  economic  strength  of  the  borrower.  To  put  capital 
into  a  foreign  country  to  develop  latent  resources;  to  send  men  with  skills  not 
possessed  by  the  inhabitants  of  that  country,  are  forms  of  foreign  investment 
which  the  recipient  country,  if  alive  to  its  best  interests,  should  welcome. 
The  second  is  the  type  of  foreign  investment  to  which  reference  has  been  made 
in  the  foregoing  paragraph,  where  a  country  exports  current  consumer  goods, 
refuses  to  accept  payment  by  taking  imports  either  directly  or  indirectly,  i.e., 
either  from  the  country  to  which  it  sold  or  from  some  third  country,  but 
instead  uses  the  proceeds  of  that  sale  to  buy  up  the  existing  fixed  assets  of 
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the  country  to  which  it  sold  its  goods.  This,  far  from  increasing  the  wealth 
of  a  debtor  country  by  increasing  its  productive  equipment,  merely  results 
in  the  ownership  of  its  existing  capital  assets  passing  out  of  the  hands  of  its 
own  nationals,  and  into  those  of  foreigners.  Whilst  no  great  harm  may  be 
done  if  this  happens  on  a  small  scale,  it  can  only  create  extreme  tension, 
illwill  and  fear,  if  it  reaches  dimensions  which  threaten  the  economic,  and 
therefore  the  political,  independence  of  the  nation  which  suffers  from  it. 

Part  I  of  this  Memorandum  has  been  designed  to  show: 

(i)  what  the  fundamental  conditions  were  which  made  workable  the 
nineteenth  century  technique  of  international  payments,  i.e.  conver¬ 
tibility. 

(ii)  that  the  vast  changes  in  the  political,  social  and  economic  con¬ 
ditions  which  have  taken  place  in  the  last  40  years,  have  either 
destroyed  or  greatly  modified  the  very  basis  upon  which  the  old 
system  of  international  payments'  rested. 

(iii)  that  that  system  is  therefore  an  anachronism  in  the  second  half  of 
the  twentieth  century  and  cannot  be  restored. 

This  was  a  view  which  this  Chamber  reached  23  years  ago,  and  the 
passage  of  time  has  merely  confirmed  the  correctness  of  that  view.  So  long, 
however,  as  the  nations  refuse  to  recognize  what  is  admittedly  an  extremely 
uncomfortable  fact,  and  persistently  reiterate  their  determination  ultimately  to 
restore  the  nineteenth  century  system,  they  will  not  be  prepared  to  consider 
possible  alternatives  which  would  work  in  the  very  different  world  in  which 
we  now  live. 

This  Chamber  was  naturally  challenged  to  advance  an  alternative  system 
which,  in  its  view,  would  work.  It  was  evident  that  any  fundamental  change 
would  involve  substantial  sacrifices  on  the  part  of  certain  sections  of  the 
community  and  that  nothing  but  fundamental  change  could  be  effective. 
Perhaps,  most  difficult  of  all,  it  involved  the  abandonment  of  long-held  and 
deeply  cherished  sentiments  and  beliefs. 

This1  Memorandum  has  therefore  been  divided  into  two  parts  so  that  those 
who  are  not  convinced  by  Part  I  that  the  old  system  can  never  be  restored, 
need  not  spend  time  in  considering  a  possible  alternative. 

PART  II 

In  its  suggestion  for  a  twentieth  century  technique,  the  Chamber  did  not 
aim  at  theoretical  perfection,  nor  did  it  suppose  that  any  system  it  might  put 
forward  would  remove,  as  by  a  magic  wand,  all  the  economic  ills  from  which 
humanity  suffers:  Its  modest  aim  was  to  find  a  system  which  would  enable 
the  traders  of  the  world  to  go  about  their  business  of  exchanging  goods  and 
services  between  the  nations  on  a  multilateral  basis.  If  this  objective  was  to 
be  realized  it  seemed  to  them  that  certain  fundamental  ills  must  be  cured, 
even  if  lesser  ills  must  be  endured. 

It  will  have  been  seen  from  Part  I  of  this  evidence  that,  in  the  Chamber’s 
submission,  the  primary  cause  of  the  breakdown  of  the  Nnineteenth  Century 
System  of  International  Payments  was  the  unwillingness  of  the  World  Creditor 
to  take  its  payments  from  the  world  in  the  only  possible  manner,  namely, 
in  imports.  The  consequences  of  the  collapse  of  the  old  system  have  been 
far-reaching  indeed.  Nations  no  longer  held  together  by  a  common  inter¬ 
national  financial  system  have  moved  along  most  diverse  economic  paths, 
driven  by  the  urge  of  self-preservation.  Many  of  the  economic  theories 
accepted  without  question  in  the  nineteenth  century  are  now  rejected,  and 
the  techniques  upon  which  that  system  depended  are  no  longer  acceptable,  and 
would  not  be  tolerated. 
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The  Chamber  felt  therefore  that  in  seeking  a  new  system  which  would 
work  in  the  modern  world  it  was  necessary  to  return  to  first  principles. 

In  the  early  days  of  international  trade  the  Merchant  sent  out  his  ship 
filled  with  beads,  axes  and  other  merchandise  which  he  believed  would  be 
rare  and  acceptable  in  the  country  with  which  he  proposed  trading,  and 
exchanged  these  for  ivory,  spices  and  other  commodities’  which  were  rare 
and  acceptable  in  his  own  country:  trade  was  a  matter  of  simple  barter. 
The  introduction  of  money  was  designed  to  facilitate  the  exchange  of  goods 
of  one  country  for  the  goods  of  another  since  it  enabled  a  three-cornered  deal 
to  be  done.  It  enabled  our  Merchant  to  sell  his  goods  in  the  first  country, 
receiving  their  money  in  exchange,  then  to  buy  goods  in  a  second  country, 
paying  for  them  with  claims  on  the  goods  of  the  first  country,  i.e.,  the  money 
of  that  country.  The  bargain  was  not  complete  until  the  second  country  utilized 
that  money  to  buy  the  goods  of  the  first  country.  It  will  be  seen  that  implicit 
in  the  transaction  was  the  conception  of  an  exchange  of  goods  and  services 
between  countries  to  their  mutual  advantage:  that  the  giving  of  money  was 
merely  a  convenient  halfway  house  towards  the  final  completion  of  the  trans¬ 
action. 

This  same  conception  is  to  be  found  in  operation  internally  in  every 
country.  If  a  man  in  Canada  owes  another  a  dollar,  he  has  discharged  his 
debt  when  he  gives  him  a  dollar.  As  a  piece  of  paper  a  dollar  is  worth  nothing. 
Its  ultimate  value  is  that,  being  legal  tender  in  Canada,  it  will  exchange  for 
Canadian  goods  and  services.  Whether  the  creditor  does  in  fact  exchange 
his  dollar  for  Canadian  goods  or  not  is  no  concern  of  the  debtor.  He  is  not 
called  upon  to  see  that  his  creditor  does,  in  fact,  exercise  his  right  to  buy 
Canadian  goods  with  that  dollar.  It  is  recognized  that  you  can  take  a  horse  to 
the  water  but  you  cannot  make  it  drink;  and  in  no  country  is  one  citizen 
expected  to  remain  in  debt  until  his  creditor  spends  the  dollar  he  has  given 
him.  Here  then  is  the  fundamental  weakness  of  the  Nineteenth  Century 
System  of  International  Payments. 

Whilst  in  theory  every  nation  now  agrees  that  it  cannot  be  paid  for  its 
exports  unless  it  is  prepared  to  accept  equivalent  imports,  in  fact,  no  nation 
has  hitherto  faced  the  logical  corollary.  This  corollary  is  simple,  namely, 
that  should  the  exporting  nation  be  unwilling  to  exercise  its  claim  to  the  goods 
of  the  importing  nations,  it  is  illogical  that  the  importing  nations  should  be 
treated  as  though  they  were  defaulters,  and  subjected  to  all  sorts  of  pains 
and  penalties.  The  importing  nations  cannot,  in  fact,  compel  the  exporting 
nation  against  its  will  to  accept  imports,  nor  should  they  in  equity  be  required 
to  do  so.  To  the  extent  that  they  are  able  to  force  their  goods  into  a  country 
which  is  an  unwilling  buyer  they  must  expect  to  make  a  very  bad  bargain. 
And  to  the  extent  that  they  are  prevented  from  making  a  sale,  even  on 
unfavourable  terms,  they  find  themselves  with  an  unpayable  debt — unpayable 
not  because  they  are  unable  or  unwilling  to  pay  but  because  their  creditor 
refuses  to  take  payment.  A  transaction  which  they  had  envisaged  as  a 
mutually  advantageous  exchange  of  goods  and  services  with  a  neighbour, 
when  they  made  their  purchase,  is  frustrated  half  way  through  by  the  unwilling¬ 
ness  of  that  neighbour  to  accept  their  goods  and  services  in  exchange  (or 
those  of  a  third  country  in  the  case  of  multilateral  trade) ;  instead  they  find 
themselves  in  the  position  of  insolvent  debtors.  If  they  have  a  freely  con¬ 
vertible  currency,  it  can  be  sold  for  what  it  will  fetch,  and  so  be  knocked 
down  on  the  foreign  exchange  market.  If,  through  exchange  control,  they 
protect  themselves  against  this  injury,  they  may  find  that  the  money  which 
they  handed  over  in  payment  for  their  imports,  instead  of  being  used  to  buy 
their  exports,  may  be  used  to  buy  their  existing  fixed  assets,  or  in  order  to 
prevent  the  money  which  should  have  gone  to  buy  their  exports  being  used 
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for  either  of  the  foregoing  purposes,  they  may  be  forced  into  borrowing 
it  at  interest.  This  last  course  merely  postpones  but  does  not  solve  the  problem: 
it  makes  it  worse. 

These  are  perils  connected  with  international  trade  against  which  nations 
try  to  protect  themselves  as  best  they  may  by  all  manner  of  restrictive 
practices  and  by  doing  their  utmost  to  become  self-sufficient.  International 
trade,  which  should  be  a  matually  advantageous  thing,  and  a  bond  of  union 
between  nations,  has  been  perverted  into  a  form  of  cold  war  conducive  to 
international  ill-will  and  fear.  These  then  are  ills  which  must  be  cured  if 
international  tension  is  to  be  eased,  the  movement  towards  extreme  nationalism 
halted,  and  the  money  barriers  which  now  prevent  the  Free  Nations  from 
exchanging  their  goods  and  services  removed — especially  those  between  the 
Dollar  and  Sterling  Areas. 

No  doubt  there  are  many  techniques  which  could  be  employed  to  give 
effect  to  the  fundamental  principle  enunciated  above,  namely,  that  a  nation 
which  exports  goods  and  services  to  the  world  should  receive  in  return  nothing 
— more  not  less —  than  a  right  to  the  goods  and  services  of  the  world.  Whether 
or  not  it  then  chooses  to  exercise  that  right  and  import  the  goods  to  which  it 
is  entitled  should  be  its  own  affair.  It  could  either  do  a  small  export  trade 
and  a  small  import  trade,  or  a  large  export  trade  and  a  large  import  trade. 
These  are  matters  which  it  alone  could  decide.  It  could  qlso,  if  it  so  wished, 
do  a  large  export  trade  and  a  small  import  trade,  but  in  that  case  it  must 
recognize  that  the  surplus  of  its  exports  over  its  imports  constitutes  from 
its  point  of  view  a  form  of  public  works  abroad  in  order  to  keep  its  own 
people  fully  employed.  That  again  is  purely  a  domestic  matter.  It  might 
equally  well  do  public  works  at  home.  It  could  either  pay  men  to  make  goods, 
which  are  then  exported  and  nothing  comes  back  in  exchange  (public  works 
abroad),  or  it  could  pay  men  to  dig  holes  and  fill  them  up  again  (public 
works  at  home).  The  essential  change  from  the  old  technique  must  be 
that  a  nation  which  decides  to  do  public  works  abroad,  i.e.  export  in  excess 
of  its  imports,  must  not  thereby  be  given  the  means  to  inflict  injury  on  the 
economies  of  other  countries,  whether  by  knocking  down  their  exchange  rates 
or  by  buying  up  their  existing  fixed  assets. 

The  particular  technique,  to  give  effect  to  these  principles,  which  com¬ 
mended  itself  to  the  London  Chamber  many  years  ago,  had  the  advantage  of 
great  simplicity,  and  further,  did  not  require  the  businessmen  of  the  world 
to  learn  new  methods:  the  Bill  of  Exchange  which  has  been  in  international 
use  since  the  fourteenth  century  would  continue  to  be  used.  Moreover,  it 
would  enable  nations  with  very  different  internal  economies  and  at  different 
stages  of  economic  development  to  trade  together  on  a  mutually  advantageous 
basis.  Under  the  proposed  system  a  nation  which  takes  the  imports  from  the 
world  to  which  it  is  entitled  will  be  paid.  A  nation  which  does  not  wish 
to  take  those  imports  will  not  be  paid:  in  fact,  as  is  now  generally  recognized,, 
it  cannot  be.  Therefore  the  system  is  merely  being  realistic  in  recognizing 
fact.  It  is  not  asking  any  nation  to  forego  anything  which  it  has  at  present, 
except  the  power  to  harm  other  nations,  without  helping  itself.  Moreover, 
the  system  would  restore  international  financial  discipline:  this  was  one  of 
the  good  features  of  the  Gold  Standard.  A  nation  which  consistently  imported 
from  the  world  beyond  its  ability  to  pay  for  those  imports  with  acceptable 
exports  to  a  willing  buyer — and  willing  is  the  operative  word — would  soon 
destroy  its  international  credit.  A  nation  which  indulged  in  internal  inflation 
would  soon  find  itself  getting  out  of  balance  in  its  international  payments, 
and  under  the  new  technique  it  could  not  alter  its  exchange  rate  unilaterally 
as  it  can  at  present. 

Further,  the  adoption  of  this  system  would  be  a  most  effective  answer  to 
Communism.  It  is  represented  to  the  Marginal  Nations  that  under  present 
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conditions  they  have  the  choice  between  being  over-run  by  the  Communists, 
or  being  bought  up  by  the  Capitalists — a  choice  which  is  not  likely  to  arouse 
great  enthusiasm  in  their  minds  for  either  side.  If,  however,  the  free  nations 
adopted  a  system  embodying  the  principles  here  enunciated,  that  system  would 
be  so  vastly  more  attractive  than  the  Communists’,  that  the  U.S.S.R.  would 
realize  that  in  the  event  of  war  their  Satellites  would  come  over  to  our  side 
at  the  first  opportunity,  and  this  in  itself  would  constitute  a  great  deterrent. 
One  might  go  further  and  say  that  if,  in  fact,  such  a  system  did  exist,  the 
news  of  it  might  well  penetrate  into  Russia  itself.  To  eliminate  economic 
tension  and  fear  between  nations  has,  with  the  arrival  of  the  Hydrogen 
Bomb,  become  an  urgent  and  vital  matter.  To  abandon  cherished  sentiments 
and  beliefs  may  be  painful,  but  the  consequences  of  not  doing  so  may  be 
disastrous. 

The  broad  outline  of  the  Chamber’s  scheme  was  given  in  non -technical 
language  in  a  Memorandum  on  a  System  of  Multilateral  Contra  Account  ( vide 
Appendix)  submitted  by  it  to  the  International  Payments  Committee  at  the 
16th  Congress  of  Chambers  of  Commerce  of  the  British  Empire  held  in  South 
Africa  in  September,  1948. 


13th  April,  1954 

APPENDIX 

SIXTEENTH  CONGRESS 
of  the 

FEDERATION  OF  CHAMBERS  OF  COMMERCE  OF  THE  BRITISH  EMPIRE 

SOUTH  AFRICA— 1948 

Extract  from  Memorandum  on  a  System  of  Multilateral  Contra  Account 
Submitted  by  the  London  Chamber  of  Commerce  to  the  International 

Payments  Committee 

The  Chamber’s  solution,  put  forward  seventeen  years  ago,  is  as  follows: 
Exchange  rates  would  be  fixed  by  Convention — they  have  been  for  the 
last  nine  years. 

All  international  trade  would  be  done  on  Bills  of  Exchange.  Goods  could 
not  leave  the  country  without  a  Bill  of  Exchange  being  discounted:  it  would  be 
a  necessary  shipping  document  just  as  an  invoice,  an  insurance  policy  and  a  bill 
of  lading  are  now.  For  example,  if  I  wish  to  sell  a  motor-car  for  £1,000  to 
Smith  in  Boston,  I  should  draw  a  Bill  of  Exchange  for  $4,000*  on  Smith. 
If  I  wished  to  give  him  30,  60  or  90  days’  credit,  this  would  appear  in  the 
price  I  charged  him.  I  should  discount  that  Bill  in  the  ordinary  commercial 
way  with  one  of  the  banks  and  receive  my  £  1,000  less  the  discount  rate.  The 
bank  would  be  under  legal  obligation  to  re-discount  the  Bill  with  the  Bank  of 
England,  i.e.,  the  nation,  and  they  ,  would  receive  £1,000  less  the  re-discount 
rate.  My  sole  anxiety  would  be  whether  Smith  would  prove  to  be  an 
honest  and  solvent  buyer.  I  should  not  be  concerned  with  foreign  exchange. 
I  should,  in  fact,  have  received  my  money  at  the  time  I  shipped  my  goods. 
If,  on  due  date,  Smith  met  the  Bill  by  paying  $4,000  through  his  bank  into 
the  American  Exchange  Control,  Smith  too  would  have  met  his  obligation  in 
full  and  would  be  out  of  the  picture.  The  American  Exchange  Control  would 
then  chalk  up  on  the  board  “Credit  the  United  Kingdom  with  $4,000.”  Great 
Britain  could  not  take  that  $4,000  and  use  it  for  any  purpose.  It  could  only 


*  In  1948  the  exchange  rate  was  approximately  $4  to  the£. 
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clear  its  credit  of  $4,000  when  the  process  was  reversed  and  an  English  importer 
bought  goods  from  an  American.  The  English  importer  would  pay  his  £  1,000 
through  his  bank  into  the  Bank  of  England,  which  would  then  credit  the 
United  States  with  £  1,000.  These  two  amounts  would  then  cancel  out  (Contra 
Account).  This  is  a  simple  case  of  bilateral  clearing. 

In  order  to  make  it  multilateral,  all  that  would  be  necessary  would  be 
to  have  a  common  meeting  place  where  the  Central  Banks  of  all  nations 
would  have  their  representatives.  This  would  in  no  sense  be  a  World  Bank. 
It  would  then  be  possible,  e.g.,  for  the  Bank  of  England  to  ring  up  its  repre¬ 
sentative  at  this  Central  Clearing  House  and  instruct  him  to  go  on  to  the  floor 
of  the  house  and  try  to  exchange  a  claim  on  one  country  for  a  claim  on 
another.  There  would  be  no  question  of  buying  and  selling  as  the  exchange 
rates  would  be  fixed.  Through  this  mechanism  the  claims  held  on  one  country 
could  be  exchanged  for  claims  on  another  so  making  the  exchanges  three  or 
four  cornered  (Multilateral). 

The  essential  feature  of  this  scheme  is  that  nations  would  recognize  that 
exports  could  only  be  paid  for  by  imports:  that  it  was  their  duty  and  obliga¬ 
tion  to  maintain  their  own  external  payments  with  the  world  in  balance. 
To  give  effect  to  this  concept  it  would  be  agreed  amongst  the  nations  that 
if  they  did  not  clear  their  claims  on  other  nations  within  a  period  of  years, 
e.g.,  seven  years,  that  claim  would  automatically  lapse  under  a  Statute  of 
Limitations.  For  example,  if  the  United  States  ran  a  surplus  at  the  present 
rate  of  £2,000,000,000  per  annum  for,  e.g.,  seven  years,  she  would  have 
£  14,000,000,000  outstanding  credits.  At  the  end  of  seven  years  from  now, 
credits  created  this  year  would  have  been  in  existence,  uncleared,  for  seven 
years  and  would  therefore  lapse,  reducing  the  American  holding  to  £12,000,- 
000,000.  Of  course  if  they  did  another  £2,000,000,000  excess  in  that  eighth 
year,  the  total  would  be  back  to  £14,000,000,000,  but  at  the  end  of  the 
*  eighth  year  the  £2,000,000,000  of  credit  created  seven  years  before  would 
also  lapse,  again  bringing  the  total  down  to  £12,000,000,000.  In  other  words, 
the  United  States  would  have  all  the  insurance  against  disasters  necessitating 
abnormal  imports  which  she  could  possibly  need.  At  the  same  time,  these 
credits  would  not  constitute  a  threat  to  the  exchange  rate  of  any  other  nation, 
nor  could  they  be  used  to  buy  up  other  nations’  existing  fixed  assets. 

Let  us  now  consider  the  position  of  a  nation  which  deliberately  imported 
far  beyond  its  capacity  to  pay  with  acceptable  goods  to  a  willing  buyer. 
This  situation  would  very  speedily  become  apparent  to  the  other  Central 
Banks.  They  would  find  that  the  outstanding  credits  which  they  held  on 
that  nation  were  growing.  They  would  also  find  that  when  they  went  into 
the  Central  Clearing  and  tried  to  exchange  those  claims  for  claims  on  other 
nations,  no  other  nation  would  be  anxious  to  acquire  them.  They  too  would 
already  have  outstanding  surpluses  with  that  nation.  In  short,  that  nation’s 
credit  would  become  bad,  and  if  it  persisted  in  its  misbehaviour  the  other 
nations  would  ration  it.  This  they  could  do  quite  simply  by  informing 
their  exporters  that  next  quarter  they  would  only  re-discount  Bills  drawn 
on  the  nationals  of  that  country  to  a  total  value  of,  e.g.,  £20,000,000,  instead 
of,  e.g.,  £25,000,000,  and  that  before  agreeing  to  ship  goods,  an  exporter  had 
better  ascertain  whether  the  delinquent  nation  had  already  used  its  quota  for 
that  quarter.  If  so,  they  would  have  to  wait  until  the  following  quarter 
before  shipping  their  goods. 

The  technique  of  the  last  century,  under  which  loss  of  gold  was  regarded 
as  a  barometer  indicating  that  a  nation  was  getting  out  of  balance  was 
extremely  primitive.  The  loss  of  gold  might,  of  course,  be  due  to  large  capital 
movements  and  have  no  relationship  to  the  trade  balance. 

It  will  be  noticed  that  under  the  scheme  here  advocated,  the  Central 
Bank  could  know,  at  any  moment,  exactly  how  it  stood  with  the  world  as  a 
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whole,  and  with  every  nation  in  it.  It  would  make  payment  to  its  own 
nationals  for  their  exports  when  it  re-discounted  their  Bills  of  Exchange, 
and  it  would  receive  payment  from  its  nationals  for  all  imports  when  those 
nationals  met  their  Bills  of  Exchange. 

Interest  and  amortization  on  foreign  loans  would  be  paid  by  the  borrower 
into  his  National  Central  Bank,  which  would  thereupon  credit  the  lender’s 
Central  Bank,  which  would  pay  the  lender.  The  credits  created  in  this  way 
would  be  indistinguishable  from  the  credits  created  by  importers  paying  for 
current  imports,  and  could  similarly  only  be  cleared  when  the  creditor  country 
created  a  contra  account  by  importing. 

The  Chairman:  Thank  you  indeed,  sir.  The  meeting  is  now  open  for 
honourable  senators  to  ask  questions. 

Hon.  Mr.  Lambert:  Mr.  Chairman,  I  do  not  want  to  ask  any  particular 
question  at  the  moment  but  I  should  like  to  draw  attention  to  the  fact  that 
this  statement  which  has  just  been  delivered  is  full  of  interesting  and  slightly 
provocative  material.  I  do  not  think  in  the  time  that  is  left  to  us  before 
11  o’clock,  when  another  committee  meeting  is  to  be  held,  we  could  begin 
to  encompass  this  subject.  I  should  like  to  suggest,  therefore,  that  some 
thought  be  given  to  a  later  sitting  with  the  witness  at  which  time  we  could 
have  a  better  opportunity  of  discussing  this  matter. 

Hon.  Mr.  Gouin:  We  would  be  delighted  to  have  an  opportunity  to  ask 
questions,  but  with  the  five  minutes  that  we  have  left  it  is  impossible  to 
have  such  an  interesting  question  and  answer  period.  I  should  like  to 
congratulate  the  speaker  and  to  thank  him  for  having  made  a  few  remarks 
in  French. 

There  are  two  expressions  which  I  shall  never  forget.  The  first  is, 
“Money  Curtain”,  and  the  second,  that  international  trade  has  become  a 
form  of  cold  war. 

Whereupon  the  committee  adjourned  until  the  Senate  rises  this  afternoon. 

At  4  p.m.,  the  committee  resumed. 

The  Chairman:  Honourable  senators,  I  call  the  committee  to  order.  For 
the  benefit  of  those  who  were  not  here  this  morning,  Mr.  Leigh  presented 
his  brief,  and  afterwards  it  was  moved  that  the  committee  adjourn  until  the 
Senate  rose  this  afternoon,  for  a  question  period.  Now,  the  meeting  is  open 
for  questions,  and  Mr.  Leigh  will  answer  any  questions  honourable  senators 
wish  to  ask,  in  order  to  clarify  any  statements  in  the  brief. 

Hon.  Mr.  Haig:  Mr.  Chairman,  I  listened  this  morning  to  Mr.  Leigh  read 
the  brief,  and  apparently  he  suggested  an  arrangement  to  solve  the  problem 
by  a  central  bank  in  some  country,  but  the  point  that  worries  me  about  it 
all  is  this:  The  only  country,  apparently  in  the  world  which  has  a  surplus 
is  the  United  States  of  America,  and  may  be  Canada  has  also,  I  am  not 
sure.  But  let  us  take  the  case  of  Canada.  We  buy  more  from  the  United 
States  than  we  sell  to  her.  Before  the  war  we  used  to  do  the  same  thing, 
but  we  sold  then  to  Europe  more  than  we  bought  from  them,  and  they  gave 
us  American  exchange  and  we  used  that  to  pay  our  bills  to  the  United  States. 
Now  that  has  been  largely  cut  off.  It  is  true  that  money  from  the  Marshall 
Plan  helped  us  to  some  extent.  But  in  the  last  two  years  the  trade  of  the 
United  States  has  taken  another  slant.  We  sell  less  goods  to  them  than  we 
buy  from  them,  but  they  are  investing  large  sums  of  money  in  this  country 
by  way  of  permanent  investment.  The  result  is  that  our  money  is  above  the 
par  of  exchange,  but  that  can  only  last  until  that  investment  stops. 

Now,  what  is  going  to  happen  in  a  country  where  production  is  not 
sufficient  to  keep  up  the  standard  of  living  that  is  enjoyed  now,  and  to  which 
they  have  become  accustomed,  under  your  scheme,  Mr.  Leigh?  How  is 
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that  ever  going  to  be  met?  And  remember,  a  great  many  of  the  countries 
of  the  world — Iran  and  others,  have  decided  that  they  want  to  be  independent. 
How  are  we  going  to  meet  that  deficiency  in  those  countries? 

Mr.  Leigh:  Senator  Haig,  I  think  I  can  explain  the  first  point  fairly  easily. 
It  is  whether  you  can  meet  it  by  a  multilateral  scheme.  I  think  you  could. 
In  other  words,  this  is  not  designed  to  be  a  bilateral  scheme.  Canada  would 
get  credits  as  usual  in  the  country  where  she  sold,  and  then  go  into  the  inter¬ 
national  clearing  and  exchange  the  credit  with  that  country  for  credits  in  the 
United  States.  You  may  say  that  does  not  put  the  United  States  in  balance. 
Of  course,  it  does  not,  but  the  United  States  must  put  itself  in  balance  by 
taking  imports  from  somebody,  not  necessarily  Canada,  and  if  she  does  not 
take  her  payments  in  the  form  of  imports  she  cannot  be  paid  under  any 
circumstances  or  under  any  system. 

Hon.  Mr.  Haig:  How  are  you  going  to  make  the  American  people  believe 
that? 

Mr.  Leigh:  Well,  I  do  not  honestly  think,  if  I  may  venture  to  say  so, 
that  they  will  do  other  than  they  are  doing  at  present,  namely,  have  an  excess 
of  exports,  because  there  are  only  two  other  courses  open  to  them,  as  I  see  it. 
An  excess  of  exports  is  a  method  of  getting  rid  of  their  unemployment.  The 
United  States  by  their  method  has  been  extremely  prosperous  for  the  last 
14  years,  because  any  manufacturer  who  over-produced  anything  could  always 
export  it  and  get  paid  by  the  United  States  taxpayer.  Instead  of  saying, 
“Jones,  we  cannot  consume  your  product  in  this  country,  and  therefore  you  are 
out  of  a  job,  and  the  American  taxpayer  must  pay  you  to  do  some  public 
work  at  home” — you  say  to  Jones,  “Go  on  producing  your  product;  we  will 
export  it,  and  nothing  shall  come  back,  and  the  American  taxpayer  will 
pay  you  your  wages.”  Well,  that  is  far  cheaper  than  the  other  way.  I  have 
heard  it  estimated  when  President  Roosevelt  was  in  office,  about  80  per  cent 
of  the  money  voted  by  the  taxpayer  went  to  organize  the  work  of  the  unem¬ 
ployed,  and  only  20%  in  wages  to  the  unemployed.  If  you  leave  the  man 
at  his  ordinary  job,  his  employer  will  continue  to  organize  his  work,  and 
this  is  the  much  cheaper  way  for  the  taxpayer. 

The  second  point  is  this:  If  you  do  in  fact  take  him  out  of  his  usual 
employment  and  find  something  for  him  to  do — even  something  quite  useful — 
he  knows  that  work  is  being  created  as  an  excuse  or  as  a  reason  for  giving 
him  a  job,  and  he  feels  himself  to  be  an  unwanted  member  of  society;  he  is 
out  of  his  union,  and  he  has  no  security  and  he  is  doing  something  which 
normally  would  not  be  done;  he  feels  that  people  are  saying  of  him,  “I  am 
keeping  that  man  out  of  the  taxes  I  pay.”  I  suggest  that  is  a  way  to  embitter 
a  man  and  make  him  ready  to  listen  to  the  agitator.  On  the  other  hand, 
if  he  is  left  in  his  regular  job  he  feels  he  is  a  useful  member  of  society. 
On  the  whole,  I  believe  the  United  States  will  in  fact  prefer  public  works 
abroad  to.  public  works  at  home. 

I  may  be  asked,  if  there  is  any  other  course  they  could  pursue?  They 
could  export  to  the  world  only  enough  to  pay  for  necessary  imports,  and 
increase  the  effective  demand  in  the  U.S.A.  of  those  with  the  lowest  standard 
of  living  by  more  extensive  social  services.  They  would  then  have  to  reduce 
the  productive  capacity  of  those  industries  which  now  export  heavily — such 
as  engineering,  which  I  think  exports  20  per  cent  of  its  output.  The  labour 
thus  released  from  the  export  industries  would  be  diverted  to  satisfy  this  new 
demand.  I  suggest  that  is  one  of  those  things  that  can  only  be  done  gradually 
over  a  period  of  years,  if  you  do  not  want  to  have  very  serious  social  troubles 
in  your  country. 

Hon.  Mr.  Lambert:  I  wonder  if  the  witness  could  tell  us  the  value  of 
British  exports  to  the  United  States  per  year? 
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Mr.  Leigh:  I  am  afraid  I  cannot  lay  my  hand  on  the  figure  at  the  moment, 
although  I  feel  sure  it  is  among  my  papers.  The  imports  of  British  goods  by 
the  United  States  are  quite  considerable. 

Mr.  Leigh:  Quite  considerable. 

Hon.  Mr.  Lambert:  Over  a  billion  dollars  a  year. 

Mr.  Leigh:  I  think  it  is  about  the  same  as  the  export  business  we  are 
doing  in  Canada. 

Hon.  Mr.  Lambert:  It  is  much  greater. 

Mr.  Leigh:  I  do  not  think  it  is  very  much  greater;  about  the  same. 

Hon.  Mr.  Lambert:  I  do  not  have  the  exact  figures  on  that,  but  I  think  you 
are  mistaken. 

Mr.  Leigh:  I  am  sorry,  I  do  not  seem  to  have  the  figures  here.  I  was  more 
interested  in  the  question  of  balance  of  payments. 

Hon.  Mr.  Lambert:  We  can  get  those  figures.  However,  I  think  it  is  a 
mistake  to  suggest  that  there  is  a  complete  exclusion  of  British  goods  from 
the  United  States. 

Mr.  Leigh:  I  would  not  suggest  that. 

Hon.  Mr.  Lambert:  I  think,  from  my  own  casual  observations  in  the 
United  States,  that  in  the  line  of  woollen  goods,  for  instance,  British  goods 
were  more  saleable  in  the  United  States,  and  were  selling  more  freely,  than 
corresponding  goods  in  Canada.  That  same  characteristic  of  the  export  trade 
of  Great  Britain  applied  also  to  the  West  Indies,  where  high  priced  goods  were 
more  saleable  than  corresponding  goods  in  Canada.  It  is  not  altogether  a 
problem  of  the  relationship  of  the  dollar  with  the  pound;  it  is  pretty  much,  I 
think,  a  problem  of  inflated  prices  and  values.  Would  the  witness  deal  with 
that  point?  I  do  not  think  there  is  any  question  about  the  fact  that  inflation 
characterized  the  prices  of  goods  in  Great  Britain  immediately  after  the  war, 
and  probably  to  a  certain  extent  still  does. 

Mr.  Leigh:  Mr.  Chairman,  I  have  the  figures  now  as  to  the  exports  to  the 
United  States.  In  1952  the  visible  exports  from  Great  Britain  to  the  United 
States  amounted  to  $575  million. 

The  Chairman:  Have  you  the  figures  for  Canada’s  imports?  I  think  they 
run  fairly  close. 

Mr.  Leigh:  They  are  not  far  off. 

Hon.  Mr.  Lambert:  I  think  they  are  less  than  that. 

The  Chairman:  I  recall  reading  the  figures  less  than  a  year  ago,  and  to 
my  surprise  noted  that  they  ran  fairly  close  to  those  of  the  United  States. 
However,  we  can  get  the  exact  figures  from  the  Bureau  of  Statistics. 

Mr.  Leigh:  The  point  I  was  wishing  to  bring  before  you  did  not  relate  to 
the  balance  of  payments  of  the  United  Kingdom.  I  think  the  U.K.  is  going  to 
be  all  right.  I  am  concerned  with  the  question  of  the  Free  World  vis-a-vis 
the  United  States.  In  1952 — which  was  the  last  year  for  which  we  have  figures 
on  visible  and  invisible  account — the  U.S.A.  had  an  excess  of  4,973  million 
dollars’  worth  of  business  with  the  world.  If  we  made  the  pound  convertible, 
other  nations  would  sell  to  us,  would  refuse  to  buy  from  us,  but  would 
instead  demand  dollars.  That  is  what  happened  and  is  happening  today  with 
Spain.  Spain  sells  to  Germany,  France,  Belgium  and  she  gets  currency  which 
can  only  be  used  in  those  countries;  she  therefore  has  no  option  but  to  buy 
there.  She  sells  to  Great  Britain  and  she  gets  transferable  sterling  which 
she  can  use  to  buy  wool  and  wheat  from  Australia  or  any  part  of  the  sterling 
area;  it  is  the  only  currency  she  can  use  in  that  way,  and  so  she  cannot  afford 
to  use  it  to  buy  our  manufactured  goods.  We  are  living  in  one  world  today. 
It  is  not  a  question  of  whether  the  U.K.  can  balance  her  accounts  with  the 
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world,  but  a  question  of  whether  the  United  States  is  going  to  balance  her 
5,000  million  dollar  surplus  with  the  world.  If  she  has  a  favourable  balance 
annually  with  the  world  of  $5,000  million,  then  the  world  must  have  an 
unfavourable  balance  to  the  same  amount  with  the  United  States:  it  is  simply 
the  other  side  of  the  same  balance  sheet. 

Hon.  Mr.  Haig:  Where  does  all  that  end? 

Mr.  Leigh:  The  fact  that  the  U.K.  is  able  to  balance  her  account  does  not 
help  the  world  situation;  it  only  means  that  other  nations  are  in  greater 
indebtedness;  they  are  going  to  be  in  difficulty  and  be  obliged  to  stop  imports, 
and  thus  interrupt  world  trade. 

Hon.  Mr.  Turgeon:  May  I  ask  a  question  to  see  if  I  have  interpreted  your 
answer  correctly?  Do  I  understand  you  to  claim  that  in  the  light  of  the  world 
situation  today,  the  United  Kingdom  would  be  in  a  better  position  to  allow 
the  pound  sterling  to  remain  inconvertible  than  to  make  it  convertible? 

Mr.  Leigh:  Thas  is  my  view. 

Hon.  Mr.  Lambert:  To  follow  up  that  question,  at  the  end  of  the  war,  in 
1945,  the  United  Nations  Charter  was  signed  by  all  the  allied  countries.  That 
charter  included  a  special  agency  called  the  National  Trade  Organization 
which  has  subsequently  held  four  meetings,  one  at  Geneva,  another  at  Havana, 
one  at  Annecy  and  one  at  Torquay.  Did  Britain  take  any  part  in  those 
meetings? 

Mr.  Leigh:  Yes,  Britain  certainly  was  quite  interested  in  the  possibility  of 
setting  up  such  an  organization  and  taking  part  in  it.  The  United  States 
congress  however  did  not  like  it,  and  so  we  were  thrown  back  on  GATT,  a 
sort  of  substitute  for  a  much  more  comprehensive  and  powerful  body  which 
was  to  have  been  set  up  after  the  war. 

Hon.  Mr.  Lambert:  But  it  is  true,  is  it  not,  that  the  British  decided  on  the 
sterling  bloc  policy  of  financing  and  trade,  and  did  not  become  participants  in 
the  International  Trade  Organization  conferences?  True  they  were  observers, 
but  I  think  they  discarded  any  possibility  of  becoming  a  party  to  the  trade 
agreements. 

Mr.  Leigh:  I  think  that  is  quite  wrong.  I  think  we  were  quite  definitely 
in.  It  was  the  United  States  that  would  not  have  it. 

Hon.  Mr.  Lambert:  I  beg  your  pardon? 

Mr.  Leigh:  I  think  we  were  quite  definitely  interested  in  the  proposal. 
We  never  did  get  to  the  point  where  legislation  would  have  been  necessary. 

Hon.  Mr.  Lambert:  I  think  it  was  stated  in  the  British  House  of  Commons 
at  the  time  that  they  were  not  taking  any  part  in  the  Geneva  conference. 

Mr.  Leigh:  I  am  quite  sure  the  Honourable  Senator  is  mistaken  in  that. 

The  Chairman:  The  British  took  quite  a  big  part  in  it. 

Hon.  Mr.  Kinley:  Mr.  Chairman,  I  think  it  is  fair  to  assume  that  trade  is 
based  on  need,  the  need  of  goods,  and  inasmuch  as  we  are  in  a  free  enterprise 
economy,  individuals  will,  if  they  see  it  is  to  their  advantage,  buy  from  the 
United  States.  It  is  assumed  that  people  buy  the  goods  that  they  do  buy 
because  they  calculate  it  is  to  their  advantage  to  do  so.  Now,  how  would  you 
balance  that  trade  with  the  United  States? 

Mr.  Leigh:  Well,  under  the  technique  which  I  am  advocating,  you  would 
buy  from  the  United  States,  you  would  sell  to  the  rest  of  the  world  as  you 
used  to  before  the  war,  and  it  would  be  up  to  the  U.S.A.  to  clear  the  account 
by  importing,  although  not  necessarily  from  Canada. 

Hon.  Mr.  Kinley:  Their  need  is  there  but  they  cannot  buy. 

Mr.  Leigh:  The  United  States  would  not? 
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Hon.  Mr.  Kinley:  No,  you  say  we  sell  to  the  rest  of  the  world.  The  rest 
of  the  world  will  buy  what  they  need,  if  they  have  the  funds.  But  how  can 
we  control  that? 

Mr.  Leigh:  Under  my  scheme  it  would  not  work  like  that.  It  would  not 
require  all  that  to  happen.  Your  exporter  would  get  his  money  when  he 
shipped  the  goods  and  Canada  would  get .  a  blocked  account  in  the  country 
to  which  you  sold. 

Hon.  Mr.  Kinley:  But  how  are  you  going  to  balance  the  advantage  in 
the  value  of  the  money  as  between  the  countries? 

Mr.  Leigh:  Well,  at  the  present  time  the  exchange  rate  between  Canada 
and  the  United  Kingdom  is  $2.76  for  the  pound  sterling,  and  I  see  no  reason 
why  that  rate  should  be  altered. 

Hon.  Mr.  Kinley:  Is  not  the  United  States  at  a  great  disadvantage  by 
reason  of  the  high  rate  of  exchange  on  their  money  as  against  the  sterling 
exchange  in  Europe? 

Mr.  Leigh:  I  do  not  think  you  can  say’  it  is  a  great  disadvantage.  They 
are  able  to  sell  an  excess  of  $5,000  million  worth  to  the  world.  I  do  not 
think  it  would  be  to  their  advantage  to  be  able  to  sell  more.  In  fact,  the 
United  States  did  have  an  excess  of  exports  over  imports  of  $11,478  million  in 
1947. 

Hon.  Mr.  Kinley:  Of  course,  the  United  States  is  so  well  contained  that 
she  does  not  need  to  import  things  as  much  as  other  countries  may  have  to, 
and  she  is  the  greatest  exporter  in  the  world  notwithstanding  that  she  has 
the  highest  standard  of  living  in  the  world.  Now,  is  that  an  achievement? 

Mr.  Leigh:  I  am  not  quite  clear  as  to  what  you  are  asking  me,  honourable 
senator.  That  is  so,  but  what  are  we  going  to  do  about  it? 

Hon.  Mr.  Kinley:  That  is  the  point,  what  can  Canada  do  about  it? 

Mr.  Leigh:  Well,  we  should  do  something  about  it.  Either  the  United 
States  should  do  a  small  export  trade  and  a  small  import  trade,  or  she  should 
do  a  large  export  trade  and  a  large  import  trade  or  he  should  do  a  large 
export  trade  and  recognize  a  small  import  trade.  In  the  last  case  she  must 
recognize  that  the  balance  is  a  means  of  getting  rid  of  unemployment:  she 
is  exporting  her  unemployment  and  has  had  her  reward. 

Hon.  Mr.  Kinley:  I  was  talking  to  a  relative  of  mine  who  was  in  Portugal 
the  other  day.  Portugal  is  very  friendly  to  Britain.  Their  fishermen  have 
bought  all  their  machinery  and  trawlers  from  United  States  firms.  I  suppose 
they  did  that  because  they  secured  the  best  material  at  the  price  they  wanted 
to  pay.  But  what  can  we  do  about  that? 

Mr.  Leigh:  I  do  not  think  I  should  get  deeply  into  this,  being,  as  it  is, 
so  far  away  from  the  subject. 

Hon.  Mr.  Kinley:  Now,  consider  the  Trade  with  the  United  States.  The 
impression  is  that  their  duties  are  so  high  that  they  keep  out  foreign  goods. 
I  remember  a  short  while  ago  I  went  into  a  shoe  store  in  one  of  the  cities  of 
the  United  States,  and  tried  on  a  pair  of  shoes,  and  in  the  course  of  doing  so  I 
said  to  the  clerk,  “These  shoes  are  made  in  Britain,”  to  which  he  agreed.  I 
said,  “If  that  is  the  case  I  can  buy  these  shoes  in  Canada,”  and  he  said  that 
they  are  cheaper  there  because  they  enter  the  United  States  free  of  duty.  Well, 
that  is  a  concession  by  the  United  States.  I  cannot  imagine  that  British  shoes 
should  be  allowed  free  entry  into  the  United  States. 

Mr.  Leigh:  Some  things  are  free  and  a  great  many  are  not.  Some  duties 
are  very  high.  I  think  myself  that  that  is  not  really  the  crucial  question  that 
the  United  States  has  to  answer.  Either  she  does  want  imports  or  she  does 
not  want  imports. 
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Hon.  Mr.  Kinley:  Well,  it  is  her  people  who  do  the  buying,  and  it  is  a  free 
economy. 

Mr.  Leigh:  I  think  you  will  find  that  the  various  techniques  used  to  keep 
out  goods  are  quite  considerable.  You  have  the  Buy  America  Act  as  an 
instance.  British  firms  tendered  in  the  United  States  for  the  supply  of  electri¬ 
cal  equipment  and  their  tenders  were  far  below  the  American  tenders  but  they 
were  refused  under  the  Buy  America  Act.  It  was  not  a  question  of  price.  Then 
there  are  certain  other  techniques,  for  instance,  the  customs,  under  which  you 
cannot  discover  what  your  duty  on  the  goods  will  be,  and  you  may  not  know 
for  two  or  three  years  after  they  have  been  imported. 

Hon.  Mr.  Kinley:  Take  our  trade  with  the  West  Indies,  for  instance.  The 
British  West  Indies  and  Canada  in  an  entirely  free  economy  would  have  a 
balance  of  trade  which  would  be  in  favour  of  the  West  Indies,  but  Canada  has 
always  had  an  adverse  balance  of  trade  with  the  West  Indies,  which  is  one  of 
her  natural  markets.  However,  we  have  been  excluded  from  the  British  West 
Indies  market  by  regulations,  and  in  the  Maritimes  especially  we  feel  we  have 
lost  money  in  the  last  number  of  years  and  that  these  conditions  affected  our 
economy  considerably.  If  we  were  allowed  to  have  free  trade  with  the  British 
West  Indies,  we  feel  that  considerable  business  could  be  done  by  both  countries. 

Mr.  Leigh:  The  whole  object  of  my  submission  is  to  enable  the  barriers 
which  now  exist  owing  to  dollar  shortages  to  be  eliminated,  to  enable  all  the 
nations  to  trade  together  once  more  as  they  could  before  1914.  That  is  the 
whole  object  of  this  exercise. 

Hon.  Mr.  Robertson:  Mr.  Chairman,  I  would  like  to  ask  the  witness  a 
question.  In  effect  his  proposals  seem  so  reasonable  and  attractive  to  me  that 
I  find  it  hard  to  grasp  why  the  United  States,  as  the  great  creditor  country, 
would  not  prefer  it  as  a  basis  rather  than  to  require  specifically  Britain  to  make 
sterling  convertible  again,  knowing  as  she  must,  or  as  you  suggest,  that  under 
existing  circumstances,  it  would  merely  run  out  as  it  did  before  and  we  would 
be  worse  off. 

Now,  in  effect,  what  this  proposal  says  is  that  if  a  country  voluntarily 
wishes  to  export  more  than  she  imports  over  a  period  of  years,  if  she  wishes 
to  do  that  for  whatever  prompts  her  to  do  it,  at  a  certain  period  of  time — Mr. 
Leigh’s  instance  is  seven  years — those  credits  which  she  accumulates  will  auto¬ 
matically  lapse,  if  she  prefers  to  do  that. 

Mr.  Leigh:  Yes,  entirely  right.. 

Hon.  Mr.  Robertson:  If  I  am,  why  would  not  the  United  States  and  its 
financial  authorities  prefer  a  regular  basis  like  this,  rather  than  the  other? 
I  do  not  seem  to  grasp  that. 

Mr.  Leigh:  In  reply  to  that,  one  hesitates  very  much  to  say  why  anybody 
does  not  want  to  do  something  or  other,  because  unless  you  have  been  told, 
you  are  merely  guessing.  But  quite  evidently  you  cannot  have  a  system  which 
has  existed  as  long  as  the  old  system  has  existed  without  establishing  very 
strong  vested  interests  in  that  old  system,  and  therefore  any  change  must,  on 
the  face  of  it,  appear  disadvantageous  to  those  vested  interests.  But  if,  as 
I  believe,  the  old  system  cannot  in  fact  be  restored,  that  it  is  as  dead  as  the 
dodo,  then  you  are  not  in  reality  depriving  these  interests  of  anything,  because 
it  has  gone  anyway.  And  I  believe  that  to  be  so.  I  believe  that  the  old  system 
will  not  in  fact  be  capable  of  being  restored.  When  one  considers  that  the 
old  system  has  not  functioned  for  40  years  adequately  and  satisfactorily,  that 
is,  enabled  all  nations  to  trade  together  freely  and  knowing  that  short  of  their 
buyers  being  insolvent  or  dishonest  they  will  be  paid,  the  probabilities  of  its 
successful  restoration  seems  remote.  During  those  forty  years  we  have  had 
two  attempts  to  restore  the  system.  The  first  was  when  we  went  back  to 
gold  in  1925.  We  remained  on  the  system  for  six  years;  it  produced  severe 
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unemployment  and  conditions  which  brought  about  the  general  strike  of  1926. 
That  was  a  six-year  period.  Thereafter  we  kept  the  pound  convertible  up 
to  the  outbreak  of  war,  but  only  by  having  widely  fluctuating  exchange  rates. 

That  is  one  experiment  in  forty  years.  The  other  experiment  lasted 
exactly  six  weeks.  So  it  is  six  years  and  six  weeks  out  of  forty  years  in  which 
something  like  the  old  system  was  restored.  Yet  we  have  been  trying  the 
whole  of  that  forty  years  to  restore  it.  I  think  it  is  high  time  we  recognized 
that  the  old  system  cannot  be  restored  under  the  very  different  circumstances 
of  the  second  half  of  the  twentieth  century,  and  that  we  thought  again,  and 
fundamentally,  about  this  thing,  trying  to  find  some  system  which  will  work 
in  the  second  part  of  the  twentieth  century. 

Hon.  Mr.  Lambert:  When  you  speak  of  “the  old  system”  and  “the  new 

system”:  to  put  it  more  simply  from  the  point  of  view  of  trade,  is  there  any¬ 

thing  in  the  immediate  future  that  can  be  looked  forward  to  comparable  to 
the  system  under  which  this  country  and  others  did  international  trading 
before  the  war,  where  it  was  possible  to  deal  in  terms  of  other  peoples’  cur¬ 
rency  within  a  fraction  of  a  cent  of  the  value  of  one’s  own  currency?  I  am 
not  referring  now  to  the  old  gold  standard  that  used  to  underlie  it  all,  but 
there  was  a  technique  in  international  trade  which  certainly  worked  out  very 
well,  and  to  dispose  of  that  by  saying  that  it  will  never  come  back,  and  that 
we  have  got  to  look  forward  to  a  different  sort  of  technique  which  will  involve 
the  pound  sterling  in  relation  to  the  dollar  on  some  planned  basis,  certainly 
does  not  satisfy  my  mind  as  being  the  ideal  state  for  the  future. 

Just  while  we  are  on  that  point:  I  wonder  if  the  witness  could  state 

approximately  when  the  sterling  bloc  basis  of  financing  and  trading  com¬ 
menced  in  Great  Britain’s  relations  with  other  countries  which  are  still  within 
the  sterling  bloc.  Approximately,  I  think,  it  was  around  the  beginning  of  the 
war,  1940. 

Mr.  Leigh:  The  system  as  we  know  it  now  did,  but  long  before  it  was  in 
existence  in  a  different  form  than  we  have  got  it  now. 

Hon.  Mr.  Lambert:  It  was  not  as  exclusive  in  those  days  as  it  is  now? 

Mr.  Leigh:  No,  because,  as  I  said,  the  pound  was  convertible  into  all 
currencies  between  the  wars,  but  only  at  the  expense  of  having  very  widely 
fluctuating  exchange  rates.  We  never  managed  to  keep  a  stable  exchange 
rate  with  that  system,  after  we  were  driven  off  gold  in  1931. 

Hon.  Mr.  Lambert:  That  wide  fluctuation  really  did  not  occur  till  the 
early  thirties,  did  it? 

Mr.  Leigh:  No.  Between  1925  and  1931  we  maintained  the  gold  standard. 
We  were  driven  off  the  gold  standard  in  1931,  and  after  that  we  still  main¬ 
tained  sterling  convertible  into  all  currencies,  but  at  a  fluctuating  exchange 
rate. 

Hon.  Mr.  Lambert:  You  had  an  Exchange  Fund  in  London  which  was  the 
main  guiding  influence  in  connection  with  that  international  trade? 

Mr.  Leigh:  Yes. 

Hon.  Mr.  Lambert:  And  that  Exchange  Fund  was  under  the  control  of 
your  Treasury  Department? 

Mr.  Leigh:  Yes. 

Hon.  Mr.  Lambert:  But  this  is  what  I  am  trying  to  get  at.  Today,  and  for 
some  time  now  since  the  end  of  the  war,  Britain  has  been  the  nerve  centre 
of  the  sterling  bloc  system,  and  has  represented  in  that  system  the  major  part 
of  this  world’s  population.  Now,  British  trade  under  that  system  has  increased, 
I  believe,  until  at  this  date  and  in  the  last  few  years  it  has  exceeded  what 
it  was  prior  to  the  outbreak  of  war.  That  trade  would  be  represented  mainly 
in  its  relations  with  the  sterling  bloc  countries,  I  presume? 
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Mr.  Leigh:  No.  I  think  that  is  not  so.  I  think  the  answer  really  is  that 
the  peoples  of  the  world  have  always  been  in  the  habit  of  using  the  pound 
as  an  international  currency;  in  fact  they  sold  in  pounds  and  they  still  do. 
They  have  considerable  confidence  in  London  and  they  do  what  they  have 
always  done.  It  is  very  largely  a  matter  of  habit.  Countries  in  the  sterling 
area  bloc  have  a  common  reserve  fund.  There  is  no  such  thing  as  a  United 
Kingdom  reserve  fund;  it  is  a  reserve  fund  of  the  sterling  area. 

Hon.  Mr.  Lambert:  What  you  call  “the  pool”? 

Mr.  Leigh:  The  pool.  Before  the  war  Great  Britain  had  very  large  invest¬ 
ments  and  therefore  imports  were  considerably  more  valuable  than  her 
exports.  During  the  war  Great  Britain’s  visible  export  trade  went  down  to 
one-third  of  what  it  had  been  before  the  outbreak  of  hostilities.  That  was  a 
deliberate  policy.  Great  Britain  did  not  lose  that  trade;  she  handed  it  over. 
Great  Britain  concentrated  on  war,  and  the  United  States  took  over  that  over¬ 
seas  trade.  It  was  part  of  the  arrangement  that  they  did  so.  At  the  end  of 
the  war  not  only  had  we  relatively  few  investments,  and  precious  few  ships 
which  used  to  earn  a  lot  of  money  for  us,  but  our  export  trade  was  only 
one-third  of  what  it  had  been  prior  to  the  war.  However,  in  the  course  of 
about  nine  years  we  have  built  up  our  export  trade,  as  obviously  we  had  to 
in  order  to  pay  for  our  imports. 

Hon.  Mr.  Lambert:  It  is  far  in  excess  of  what  it  was  in  1938-39. 

Mr.  Leigh:  It  is  bound  to  be  because  we  have  not  got  those  investments. 
We  have  to  pay  for  our  imports  with  our  exports. 

Hon.  Mr.  Crerar:  I  should  like  to  ask  the  witness  a  question.  Would  he 
agree  that  the  trade  policies  of  various  countries  are  influenced  largely  by  their 
unemployment  problems  at  home?  That  is  to  say,  there  appears  to  be  a 
general  acceptance  of  the  fact  that  the  business  of  governments  is  to  maintain 
full  employment  in  their  own  countries;  a  step  of  course  towards  the  magni¬ 
fication  of  the  state  and  its  place  in  the  body  politic.  Take  Great  Britain.  If 
British  textiles  are  threatened  with  competition  from  a  low-cost  country  like 
Japan — 

Hon.  Mr.  Lambert:  Or  India. 

Hon.  Mr.  Crerar:  — or  India  ultimately — would  the  reaction  be  to  impose 
prohibitions  on  these  goods  or  impede  their  entry  into  the  country,  for  the 
reason  that  unemployment  would  be  affected.  We  have  seen  the  same  thing 
happen  in  Canada.  After  the  war  when  there  was  a  great  vacuum  to  be 
filled  we  got  along  very  well,  but  now  we  have  agitations  against  cheap 
Japanese  goods  coming  in,  and  the  same  is  true  in  respect  to  wools  from 
Great  Britain.  We  must  protect  our  employment  at  home  by  taking  the  steps 
necessary  to  curtail  or  exclude  these  goods.  We  see  the  same  thing  happening 
in  the  United  States  today  where  different  interests  say  to  their  government: 
“These  foreign  goods  are  competing  with  our  standard  of  living  and  therefore 
you  should  exclude  them.”  Does  not  this  problem  of  unemployment  have 
a  rather  strong  bearing  on  the  trade  policies  that  each  country  can  adopt? 

Mr.  Leigh:  Mr.  Chairman,  the  answer  to  that  question  will  vary  widely 
in  each  country  and  according  to  particular  circumstances.  For  instance, 
under  GATT  you  have  agreements  not  to  put  on  more  tariffs  on  certain 
commodities,  as  you  know.  Presumably,  therefore,  you  cannot  break  your 
agreement  with  respect  to  those.  Commodities  may  come  in  from  other 
countries  and  undersell  your  own.  Exactly  the  same  thing  happens  in  Great 
Britain  with  respect  to  textiles  coming  in  from  Japan  and  Czechoslovakia. 
But  we  do  not  immediately  proceed  to  put  on  a  duty  or  stop  them,  for  we 
realize  that  international  trade  is  a  two-way  affair  and  if  you  are  going 
to  stop  anything  that  comes  in  that  may  undersell  you,  then  you  have  stopped 
one  side  of  the  flow.  Therefore,  you  have  to  accept  that  position.  If,  of 
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course,  you  had  an  important  industry  with  a  very  large  section  of  your 
population  engaged  in  it,  or  only  one  industry  in  a  locality,  then  you  might 
decide  to  protect  it.  I  think  that  is  a  matter  which  every  nation  must  decide 
for  itself.  One  of  the  attractions  of  my  scheme  is  that  the  nations  would  be 
quite  free  to  decide  for  themselves.  In  so  far  as  they  stop  imports  they  will 
stop  exports,  unless  they  wish  to  make  a  present. 

Hon.  Mr.  Crerar:  That  is  true,  but  they  do  not  see  that;  they  see  only 
the  problem  immediately  in  front  of  their  noses. 

Mr.  Leigh:  I  know,  but  I  am  talking  about  a  scheme  that  will  have 
that  effect  as  a  general  principle.  In  some  cases  you  would  decide  you  would 
protect  a  particular  industry,  and  in  other  cases  you  would  not  do  so.  But  in 
so  far  as  you  cut  down  the  total  value  of  your  imports,  then  to  that  extent 
you  would  cut  down  the  total  value  of  your  exports,  if  you  wished  to  be  paid. 
It  would  be  up  to  every  nation  to  balance  its  accounts  with  the  world,  and 
I  think  you  would  do  away  with  a  tremendous  amount  of  argument  and 
unpleasantness  and  tension  between  nations  under  such  a  system. 

Hon.  Mr.  Burchill:  I  am  very  much  interested  in  this  discussion  and 
the  scheme  which  has  been  outlined  before  us  today  by  Mr.  Leigh.  I  am  one 
of  those  unfortunate  exporters  who  have  suffered  from  the  fluctuations  of  the 
pound  sterling.  The  suggestion  made  by  Mr.  Leigh  as  to  machinery  to 
facilitate  the  flow  of  international  trade  seems  to  me  to  be  very  interesting. 
I  was  just  wondering.  I  notice  that  it  was  put  forward  by  the  London  Chamber 
of  Commerce  in  1948? 

Mr.  Leigh:  1932. 

Hon.  Mr.  Burchill:  Senator  Robertson  asked  a  question  about  what 
action  was  taken  in  the  United  States.  I  take  it  they  were  not  favourable 
towards  you.  How  does  the  British  Government  react  to  it?  What  is  the 
opinion  of  the  United  Kingdom? 

Mr.  Leigh:  That  is  a  difficult  question  to  answer.  Originally  when  it  was 
put  forward  it  had  a  very  poor  reception.  I  think  now  you  would  find  that  it  has 
not  such  a  bad  reception.  By  that  I  mean  that  most  people  would  agree  that 
the  analysis  of  the  situation  is  correct.  Then,  as  to  what  they  would  say  after 
that  would  depend  very  much  on  their  interests.  We  are  all  liable  to  be 
influenced  by  the  nature  of  the  particular  business  in  which  we  are  engaged. 

Hon.  Mr.  Lambert:  I  should  like  to  ask  again  about  the  operation  of  the 
sterling  bloc.  The  witness  referred  to  the  pool  and  I  have  referred  to  the 
central  organization.  How  many  countries  are  identified  with  the  sterling 
bloc,  do  you  know  offhand? 

Mr.  Leigh:  Not  offhand,  no. 

Hon.  Mr.  Lambert:  Well,  it  is  true  that  the  pool  or  the  central  organiza¬ 
tion  of  the  sterling  bloc  is  in  London  and  that  the  direction  of  the  whole  opera¬ 
tion  of  the  sterling  bloc,  financially,  is  directed  from  that  pool.  Is  it  not  so 
that  there  are  certain  member  countries  of  the  sterling  bloc  which  would 
prefer  to  trade  with  dollar  countries  but  are  prevented  from  doing  so  by  the 
central  organization  or  the  pool — for  instance,  India? 

Mr.  Leigh:  No  country,  so  far  as  I  am  aware,  is  obliged  to  be  in  the  bloc 
at  all,  and  there  is  nothing  to  stop  them  going  out  tomorrow. 

Hon.  Mr.  Lambert:  They  can  get  out  any  time  they  like? 

Mr.  Leigh:  Yes,  any  time.  Moreover,  it  is  not  rigid,  as  you  rather  implied 
it  might  be.  It  is  a  question  of  co-operation  between  the  participating  nations. 
It  is  done  by  arrangement,  and  then  if  the  pool  is  being  reduced,  there  is 
generally  a  meeting  of  the  member  governments,  and  they  agree  to  help  by 
cutting  down  their  demands.  But  it  is  a  mutual  effort,  and  while  as  you  say 
a  country  might  do  better  if  it  were  on  its  own  in  a  given  year,  it  is  generally 
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true  that  all  do  better  in  the  long  run  by  being  in.  It  is  a  measure  of  insurance 
to  all  of  us.  We  all  put  our  bit  in,  and  take  it  out  as  we  need  it.  It  is  spreading 
the  risk.  No  one  country  need  be  quite  so  alarmed  at  the  prospect  of  suddenly 
having  no  foreign  currency  as  if  it  were  on  its  own,  because  some  years  a 
country  will  put  in  considerably  more  than  it  takes  out,  some  years  vice  versa. 

Hon.  Mr.  Lambert:  Some  are  in  a  better  position,  though,  with  regard  to 
dollar  exchange,  are  they  not — Belgium,  for  instance? 

Mr.  Leigh:  Belgium  is  not  in  the  dollar  bloc. 

Hon.  Mr.  Lambert:  It  was  a  member  of  the  sterling  bloc,  though. 

Mr.  Leigh:  No. 

Hon.  Mr.  Lambert:  Are  the  Scandinavian  countries  members? 

Mr.  Leigh:  I  think  not,  but  am  not  sure. 

Hon.  Mr.  Horner:  Mr.  Chairman,  I  should  like  to  ask  a  question,  which 
I  think  we  are  all  interested  in.  What  effect  would  it  have,  for  instance,  if  a 
country  with  surpluses  for  sale  accepted  the  currency  of  the  purchaser 
country?  For  instance,  if  Canada  were  to  accept  the  British  pound  for  wheat 
at  the  present  time,  what  effect  would  that  have? 

Mr.  Leigh:  What  is  she  going  to  do  with  the  sterling  when  she  has 
got  it? 

Hon.  Mr.  Horner:  Could  she  not  invest  it  in  another  country  and  make 
a  large  profit? 

Mr.  Leigh:  Well,  she  could  invest  it,  but  nations  are  not  too  enthusiastic, 
if  they  are  developed  nations,  in  somebody  selling  current  production,  refusing 
to  receive  current  production  in  payment,  and  instead  using  the  proceeds  of 
that  sale  to  buy  up  existing  fixed  assets.  It  is  a  very  different  thing  if  a 
country  puts  a  new  capital  asset  in  on  loan.  What  would  your  reaction  be  if 
a  country  said,  “You  must  not  discriminate  against  me,  you  must  accept  my 
motor  cars,  refrigerators  and  vacuum  cleaners,  because  you  accept  them  from 
others;  it  is  true  that  others  are  prepared  to  take  your  goods  in  payment,  and 
that  I  am  not  prepared  to  take  your  goods  nor  the  goods  of  any  other  nation 
in  payment.  I  want  your  fixed  assets.”  Most  of  us  would  prefer  not  to  have 
the  goods  of  that  country  on  these  terms. 

Hon.  Mr.  Robertson:  Referring  to  the  point  that  Senator  Horner  brought 
up,  is  not  your  proposal,  in  essence,  this,  that  if  it  suits  the  convenience  of 
Canada,  in  selling  its  wheat  and  selling  its  lumber,  and  so  on,  in  relation  to 
what  it  buys  again,  to  accumulate  over  a  period  of  years  an  excess  amount  of 
sterling  over  and  above  what  you  have  any  intention  of  buying,  you  will 
write  it  off,  or  you  will  have  the  chance  at  the  end  of  the  time  of  writing  it 
off,  or  imposing  it?  Your  proposal  says,  for  instance,  “Burchill,  here  is  your 
market  for  your  lumber,  and  here  is  your  market  for  your  wheat.  And  if 
for  everything  that  you  want  to  sell,  but  to  buy  little  or  nothing  from  us* 
you  accumulate  a  balance  against  us  at  that  point,  and  at  a  certain  period 
you  have  to  choose  between  tearing  it  up  or  buying  the  other  fellows  goods”? 

Hon.  Mr.  Horner:  Exactly,  I  would  suggest,  Mr.  Leigh,  that  when  you 
return  to  Britain  you  might  point  out  that  every  season  in  the  building 
industry  in  Canada  there  is  a  great  shortage  of  cement,  and  that  boats  will 
be  leaving  Churchill  in  a  month’s  time  for  your  country,  and  that  your 
salesmen  should  get  busy  and  endeavour  to  secure  sales,  particularly  for 
Western  Canada.  Our  Hudson’s  Bay  port  is  available  to  them.  I  merely  offer 
that  as  a  suggestion;  there  is  an  opportunity  there  for  you  to  do  some  business. 

The  Chairman:  In  connection  with  our  domestic  trade,  if  a  debt  is  not 
acted  on  in  six  years,  it  disappears,  because  we  have  a  statute  of  limitations. 

Hon.  Mr.  Horner:  Yes. 
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The  Chairman:  If  we  accumulated  sterling  and  after  seven  years  could 
not  find  a  place  to  spend  it — in  Australia,  Malaya,  South  Africa  or  anywhere 
else,  it  automatically  disappeared. 

Hon.  Mr.  Horner:  I  was  interested  in  what  the  witness  mentioned  this 
morning  in  regard  to  seven  years.  The  term  “seven  years”  is  an  old  favourite, 
biblically. 

Mr.  Leigh:  That  is  why  I  chose  it. 

Hon.  Mr.  Lambert:  There  is  no  shortage  of  sterling  exchange  in  this 
country  now. 

The  Chairman:  No,  but  the  Bank  of  Canada  does  not  recognize  sterling. 

Hon.  Mr.  Connolly:  Mr.  Chairman,  this  scheme,  I  take  it,  does  involve 
rigid  import  and  export  control  on  the  part  of  any  country  that  participates, 
in  the  last  analysis? 

Mr.  Leigh:  No,  I  would  say  not  at  all  rigid.  I  would  say  the  position 
would  be  that  your  exporters  would  do  their  business  with  the  private  importers 
anywhere  in  the  world  just  as  in  the  past.  They  discount  their  bills  when 
they  ship  the  goods,  and  those  bills  go  into  the  Bank  of  Canada,  or  whatever 
authority  may  be  entrusted  with  the  work,  and  thereupon  the  Bank  will  send 
them  over  for  collection.  In  due  course,  Canada  will  get  a  credit  in  that 
country.  Exporters  will  be  paid  by  the  Bank  of  Canada  when  they  export, 
and  importers  will  pay  their  dollars  into  the  Bank  of  Canada  when  they 
import.  On  the  other  side  of  the  sea  the  Bank  of  Canada  will  be  credited 
with  the  foreign  currency  which  those  shipments  represent.  Therefore,  they 
can  say  exactly  how  they  stand  with  the  world  and  with  each  individual  country 
at  any  given  moment  of  time. 

Suppose  Canada  found  her  credits  in  country  “A”  were  mounting,  she 
would  go  into  the  Central  Clearing  and  try  to  exchange  them  for  credit  in 
some  other  country.  But  if  country  “A”  was  importing  from  the  world  beyond 
her  capacity  to  pay  with  acceptable  exports  to  willing  buyers,  the  other 
Central  Bankers  would  be  unwilling  to  take  more  credits  on  country  “A”. 
Country  “A’s”  international  credit  would  be  bad.  The  Central  Banks  will  say 
to  country  “A”,  “you  will  have  to  reduce  your  imports  or  increase  your  exports, 
otherwise  we  shall  be  obliged  to  ration  you.  Unless  you  take  appropriate 
action  we  shall  have  to  warn  our  exporters  that  next  quarter  we  shall  only 
re-discount  bills  drawn  on  your  nationals  to  the  vale  of  E.S.$300  million 
instead  of  E.S.$400  million. 

Hon.  Mr.  Connolly:  That  is  exporter  control. 

The  Chairman:  That  is  banker  control. 

Mr.  Leigh:  You  are  not  controlling  any  particular  export,  but  merely  con¬ 
trolling  the  total  volume  of  credit  that  you  are  prepared  to  hold  in  that 
country.  The  exporter  will  then  have  to  find  out  whether  country  “A”  has 
run  through  her  $300  million  quota  for  that  quarter,  and  if  she  has,  he  will  have 
to  wait  until  the  next  quarter  to  ship  his  goods.  It  is  a  perfectly  simple  method 
of  control. 

Hon.  Mr.  Stambaugh:  Mr.  Chairman,  may  I  put  a  question  to  the  witness. 
Let  us  assume  that  Canada,  over  the  past  seven  years,  has  built  up  an  export 
business  and  now  has  a  surplus  which  has  to  be  written  off. 

Hon.  Mr.  Horner:  A  surplus  credit. 

Hon.  Mr.  Stambaugh:  Yes,  a  surplus  credit.  That  must  be  written  off,  but 
must  it  be  charged  back  against  the  exporters  who  did  the  business? 

Mr.  Leigh:  No;  the  exporters  have  received  the  money  at  the  time  of 
shipment.  It  is  presumably  Canadian  policy  which  prevents  adequate 
imports  from  coming  in,  and  it  is  right  that  Canada  should  bear  the  loss. 
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Hon.  Mr.  Horner:  That  is  quite  right.  A  nation  may  refuse  to  import 
sufficient  to  offset  its  exports  and  bring  its  trade  into  balance.  That  makes 
it  impossible  to  do  business  with  that  country.  It  is  similar  to  the  situation 
of  a  creditor  refusing  to  do  business  with  a  man  who  owes  him  money,  when 
he  should  wipe  out  the  indebtedness  and  start  over  again. 

Hon.  Mr.  Robertson:  Yes;  nobody  is  to  blame  for  it. 

Hon.  Mr.  Horner:  I  take  your  statement  to  mean  that  is  the  new  approach 
that  we  will  have  to  adopt  towards  the  countries  of  the  world. 

The  Chairman:  Yes. 

Hon.  Mr.  Horner:  I  agree  with  you  on  that  point. 

The  Chairman:  Mr.  Leigh,  an  important  witness  from  the  United  States 
told  us  that  pound  exceeded  dollars,  and  that  there  was  far  more  business 
done  in  pounds  sterling  than  dollars.  Is  that  correct? 

Mr.  Leigh:  That  always  has  been  so  and  still  is.  You  cannot  do  inter¬ 
national  trade  in  a  scarce  currency;  it  must  be  freely  available,  and  of  course 
the  dollar  is  not. 

The  Chairman:  Of  course  the  profits  of  the  world  come  from  world  trade, 
do  they  not? 

Mr.  Leigh:  Well,  I  take  it  that  the  wealth  of  any  nation  is  the  acquisition 
of  something  it  wants  in  exchange  for  something  it  does  not  want.  In  other 
words,  you  may  exchange  the  things  of  which  you  have  a  surplus  and  some¬ 
body  else  needs,  for  something  of  which  they  have  a  surplus  and  you  need. 
That  obviously  increases  the  wealth  of  both  parties. 

The  Chairman:  More  exchanges  are  made  today  in  sterling  than  in 
dollars. 

Mr.  Leigh:  That  always  has  been  so. 

Hon.  Mr.  Stambaugh:  I  take  it  there  is  no  machinery  set  up  by  which 
any  nation  could  balance  its  trade  with  gold. 

Mr.  Leigh:  Most  nations,  if  they  accumulate  a  balance  this  year,  will 
probably  clear  it  off  within  the  next  two  or  three  years  by  taking  more 
imports.  It  is  only  if  the  balance  is  allowed  to  remain  uncleared  for  seven 
years,  that  it  will  lapse. 

Hon.  Mr.  Stambaugh:  I  understand  that. 

Mr.  Leigh:  In  the  ordinary  course,  nations  would  have  a  balance,  per¬ 
haps  a  running  balance,  but  they  will  clear  it  over  a  period  of  time  before 
it  becomes  due  for  cancellation. 

The  Chairman:  Senator  Stambaugh’ s  question  was  whether  gold  could 
still  be  used  to  bring  about  a  balance,  in  your  system. 

Hon.  Mr.  Stambaugh:  Yes. 

Mr.  Leigh:  Have  you  in  mind  an  increase  in  the  price  of  gold? 

Hon.  Mr.  Stambaugh:  No,  whether  gold  could  be  used  for  balance  of 
payments. 

Mr.  Leigh:  In  so  far  as  countries  are  willing  to  take  gold,  certainly.  Why 
not?  After  all  if  you  are  buying  something,  such  as  wheat,  and  you  want  to 
pay  for  it  by  a  manufactured  article,  such  as  a  piece  of  machinery,  that  is 
quite  all  right;  and  if  a  country  would  prefer  your  gold  to  your  machine, 
why  not  let  them  have  the  gold? 

Hon.  Mr.  Stambaugh:  You  are  speaking  of  gold  as  a  commodity. 

Mr.  Leigh:  Yes. 

Hon.  Mr.  Robertson:  If  you  have  it. 
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Mr.  Leigh:  I  think  gold  would  play  a  definite  part  in  this  scheme,  because 
it  is  a  thing  all  nations  would  like  to  hold  in  reserve  against  a  bad  day.  It 
can  be  put  in  a  vault  and  does  not  deteriorate;  nobody  is  going  to  accuse  you 
of  hoarding  something  that  could  be  used  for  manufacturing  purposes.  I  feel 
it  could  still  play  a  very  useful  part. 

Hon.  Mr.  Turgeon:  Do  you  think  the  gold  standard  will  come  back? 

Mr.  Leigh:  No. 

Hon.  Mr.  Aseltine:  Would  not  a  return  to  the  gold  standard  be  a 
solution  of  our  problem? 

Mr.  Leigh:  The  total  amount  of  gold  produced  per  annum,  apart  from 
the  U.S.A.  and  the  U.S.S.R.,  on  which  we  have  no  information,  calculated  at 
$35  an  ounce  is  $700  million.  If  the  people  of  the  United  States  were  going 
to  use  that  as  a  means  of  receiving  payment  for  their  $5,000  million  worth 
of  balances,  they  would  have  to  pay  seven  .times  the  current  price.  I  do  not 
think  it  is  practical  to  suggest  that  gold  can  ever  be  a  means  of  settlement 
for  these  balances  which  today  have  grown  so  large  that  we  could  not 
meet  them  with  gold.  Gold  was  used  in  the  past  for  the  settlement  of  small 
amounts. 

Hon.  Mr.  Turgeon:  In  the  light  of  what  you  say,  why  is  there  worry  on 
the  part  of  other  countries  of  the  free  world  over  the  amount  of  gold  that 
Russia  may  have  accumulated  during  the  past  years?  There  seems  to  be  an 
uneasiness  over  that  situation. 

Mr.  Leigh:  I  think  the  uneasiness  rises  from  the  fact  that  if,  for  example, 
the  United  States  agreed  to  pay  a  higher  price  for  gold  than  $35  an  ounce, 
they  would  make  a  considerable  grant  in  aid  to  the  U.S.S.R.;  if  the  U.S.S.R. 
then  started  to  sell  its  gold  on  the  market  at  an  enhanced  price,  it  would 
be  able  to  buy  world  goods  with  the  proceeds. 

Hon.  Mr.  Turgeon:  If  the  only  reason  for  the  uneasiness  over  Russia’s 
supply  of  gold  is  that  the  American  people  might  increase  the  price  and  buy 
a  huge  amount  of  gold,  and  thereby  supply  Russia  with  her  requirements, 
how  could  that  uneasiness  be  based  upon  anything  but  the  feeling  that  gold 
might  return  to  the  position  it  held  some  years  back? 

Mr.  Leigh:  The  United  States  is  the  only  country  where  they  have  a 
statutory  obligation  to  buy  gold  as  offered  in  unlimited  quantity  at  $35  an 
ounce  and  therefore,  clearly  if  the  United  States  increased  that  price,  say, 
doubled  it,  anybody  who  wishes  to  sell  gold  can  get  that  price  for  it. 

Hon.  Mr.  Turgeon:  But  why  would  the  United  States  increase  the  price 
for  gold  if  gold  is  never  going  to  come  back  into  the  position  it  used  to  occupy? 

Mr.  Leigh:  It  would  be  on  the  basis  of  one  of  two  grounds:  either  to 
close  the  dollar  gap  or  because  they  feel  that  the  cost  of  production  has 
increased  very  considerably  and  the  price  has  not  been  raised  since  1934. 
There  are  not  many  commodities  which  sell  at  the  same  price  as  they  did 
in  1934. 

Hon.  Mr.  Turgeon:  The  only  point  I  cannot  understand  in  your  statement 
is  the  explanation  of  the  uneasiness  concerning  Russia’s  amount  of  gold, 
because  if  gold  is  not  going  to  occupy  the  position  of  value  it  once  had,  the 
cause  of  the  uneasiness  as  stressed  by  you  could  never  take  place,  in  my 
opinion  at  least.  So,  it  seems  to  me  there  must  be  some  other  cause  for  the 
uneasiness  in  parts  of  the  world  over  the  amount  of  gold  that  Russia  might 
have  under  her  control. 

Mr.  Leigh:  That  has  rather  a  political  angle,  and  I  should  like  my  reply 
to  be  off  the  record. 

(Discussion  took  place  off  the  record.) 
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The  Chairman:  Are  there  any  other  questions,  gentlemen?  Senator 
Robertson? 

Hon.  Mr.  Robertson:  I  have  no  other  questions.  If  there  are  no  other 
questions,  I  would  like  to  express  my  personal  appreciation  to  the  speaker 
for  coming  here  today  with  his  interesting  and  challenging  proposal  in  regard 
to  this  question  of  trade.  To  me  it  is  so  interesting  that  I  would  have  liked 
to  have  had  somebody  here  who  is  skilled  in  matters  of  economics  to  a  greater 
extent  than  I  am  to  present  what  I  presume  everything  else  has,  the  other 
side  of  the  story,  because,  if  this  matter  did  not  have  another  side  to  it,  it 
would  be  universally  adopted.  I  cannot  imagine  any  country  that  does  not 
want  to  see  the  question  of  international  trade  solved,  and  a  lot  of  attention 
has  been  directed  to  that  end.  Nevertheless,  I  do  not  know  that  that  is  pos¬ 
sible.  So  speaking  for  myself,  I  would  like  to  express  my  appreciation  to 
you,  sir,  for  this  very,  very  interesting  address  and  the  very  challenging 
proposals  that  you  have  made  in  connection  with  it. 

Hon.  Mr.  Turgeon:  I  want  to  second  that  motion  made  by  his  Honour  the 
Speaker  of  the  Senate.  I  am  positive  that  every  member  of  the  Senate  com¬ 
mittee  very  deeply  appreciate  your  presence. 

Hon.  Senators:  Hear,  hear. 

Hon.  Mr.  Turgeon:  And  I  would  like  to  mention  particularly  that  we  do 
appreciate  the  way  you  answered  all  the  questions  that  were  directed  to 
you,  sir. 

The  Chairman:  I  am  sure  we  are  all  in  favour  of  the  motion.  It  has 
been  a  wonderful  question  period  and  we  are  indeed  very  grateful  to  you 
for  the  manner  in  which  you  answered  the  questions  arising  out  of  your  brief. 

Gentlemen,  there  is  a  brief  on  file  from  the  Agricultural  Institute  of 
Canada  which  will  be  made  available  to  senators.  There  is  nobody  here  to 
present  the  brief.  That  will  be  the  last  one  for  this  session  of  parliament. 

(See  Appendix  B) 

I  have  a  report  that  I  want  to  be  passed  this  afternoon  so  that  I  can  read 
it  to  the  Senate  tomorrow. 

Wednesday,  June  23,  1954. 

The  Standing  Committee  on  Canadian  Trade  Relations  beg  leave  to  report 
as  follows:  — 

1.  Pursuant  to  the  order  of  reference  dated  February  23,  1954,  whereby 
your  Committee  was  authorized  to  continue  to  enquire  into  and  report  upon 
the  most  practical  steps  toward  further  implementation  of  Article  2  of  the 
North  Atlantic  Treaty,  your  Committee  has  heard  submissions  from  ten  wit¬ 
nesses  representing  leading  commercial  and  industrial  organizations,  as  well 
as  economic  and  trade  experts,  from  other  NATO  countries. 

2.  Your  Committee  is  aware  of  the  continuing  interest  being  shown  by 
various  groups  within  this  country,  as  well  as  without,  in  achieving  a  freer 
trade  as  contemplated  by  Article  2  of  the  North  Atlantic  Treaty  and  the 
general  desire,  as  expressed  by  leaders  in  these  member  countries,  that  con¬ 
flict  in  international  economic  policies  be  avoided  wherever  possible. 

3.  Your  Committee  realizes  that  there  are  additional  groups  who  wish  to 
be  heard  and  that  time  has  not  permitted  during  the  present  sitting  of  Par¬ 
liament  to  accommodate  all  those  who  wish  to  appear  and  present  their  views. 
For  this  reason,  it  has  not  been  possible  to  complete  the  findings  and  submit  a 
final  report. 
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4.  Your  Committee  therefore  expresses  the  hope  that  at  the  earliest  pos¬ 
sible  date  during  the  next  session  of  Parliament  your  Committee  may  be 
authorized  to  complete  its  work  by  hearing  the  remaining  witnesses  who  wish 
to  appear  and  the  preparation  of  the  final  report.  It  is  hoped  that  from  this 
report  may  emerge  constructive  ideas  for  closer  economic  collaboration  among 
the  members  of  the  North  Atlantic  Treaty  Organization. 

All  which  is  respectfully  submitted. 

A.  NEIL  McLEAN, 
Chairman. 

Hon.  Mr.  Turgeon:  I  move  the  adoption  of  that  report. 

Hon.  Mr.  Robertson:  I  second  that  motion.  But  would  not  the  question 
of  employing  someone  be  better  left  till  the  committee  is  reconstituted  at 
the  next  session? 

The  Chairman:  That  recommendation  is  nothing  new.  It  is  just  a  copy 
of  a  recommendation  that  was  in  the  last  report. 

There  is  just  one  question  Mr.  Leigh.  I  want  to  ask  this:  were  not  your 
recommendations  at  the  last  conference  of  the  Chambers  of  Commerce  of  the 
British  Empire  held  in  South  Africa  referred  to  all  parts  of  the  Empire 
for  study? 

Mr.  Leigh:  Yes. 

The  Chairman:  I  thought  I  would  mention  it  because  you  were  too  modest 
to  tell  us  that. 

The  meeting  adjourned. 
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APPENDIX  B 

A  SUBMISSION  ON  THE  SUBJECT  OF  TRADE  RELATIONS  AND 
ECONOMIC  COLLABORATION  AMONG  NATO  COUNTRIES 
AND  OTHER  COUNTRIES  OF  THE  FREE  WORLD 

Presented  to  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  by  the  Agricultural  Institute  of  Canada 

The  Agricultural  Institute  of  Canada  appreciates  the  honour  of  being 
given  this  opportunity  to  present  its  views  to  the  Senate  Committee  on 
Canadian  Trade  Relations  on  the  most  practical  steps  to  further  implementa¬ 
tion  of  Article  2  of  the  North  Atlantic  Treaty.  The  Institute  wishes  to  com¬ 
mend  the  Senate  Committee  on  its  initiative  and  forethought  in  providing  a 
forum  for  discussion  of  the  vital  question  of  economic  co-operation  among 
countries  of  the  free  world. 

The  Agricultural  Institute  of  Canada  representing  the  professional  agricul¬ 
tural  workers  in  agriculture,  industry  and  commerce  in  ten  provinces  respect¬ 
fully  submits  to  the  Standing  Committee  of  the  Senate  on  Canadian  Trade 
Relations  the  following  statement  of  its  views  on  trade  relations  and  economic 
collaboration  between  the  NATO  countries  and  with  other  countries  of  the 
free  world. 

Collaborating  among  the  NATO  countries  in  the  political  and  military 
spheres  has  been  effectively  achieved.  A  weakness  in  the  foundation  of  the 
whole  structure  is  the  retarded  development  of  economic  co-operation.  If  we 
are  to  build  a  sound,  stable  and  lasting  defence  we  must  be  sure  that  it 
is  set  upon  a  sound  economic  footing  on  which  multilateral  trade  over  the 
widest  possible  area  can  be  developed. 

Major  obstacles  in  the  way  of  an  expansion  of  international  trade  con¬ 
tinue  to  be  the  financial  difficulties  confronting  many  countries.  As  a  large 
part  of  the  world’s  wealth,  including  surplus  food  and  agricultural  products, 
is  concentrated  in  the  North  American  continent  problems  of  distribution 
and  payment  have  arisen  which  have  been  intensified  in  recent  years.  There 
has  been  a  shift  of  economic  strength  and  production  which  has  been  accom¬ 
panied  by  a  movement  of  world  trade  in  increasing  proportions  to  North 
America.  The  aftermath  of  war  accelerated  this  changing  pattern. 

Although  the  pattern  is  improving  a  lack  of  balance  persists  between  the 
North  American  position  and  that  of  the  rest  of  the  Western  World.  While  it 
persists  trade  is  blocked  by  quantitative  import  and  exchange  restrictions  and 
currencies  remain  inconvertible. 

The  solution  is  difficult  but  not  impossible  if  the  barriers  to  trade  are 
not  raised  and  countries  pursue  monetary  and  fiscal  policies  which  lead  to 
a  balance  in  trade  and  payments  with  the  outside  world.  If  the  barriers  to 
trade  could  be  dropped,  even  part  way,  and  appropriate  internal  policies 
adopted  the  possibilities  of  overcoming  present  balance  of  payments  difficul¬ 
ties  would  be  great. 

To  do  this  however  requires  action  by  all  countries,  debtors  and  creditors 
alike.  The  main  element  in  the  solution  of  these  difficulties  must  be  for 
Canada  and  the  United  States  to  increase  the  opportunities  for  trade  to 
the  free  nations.  Foreign  countries  have  placed  restrictions  on  the  importation 
of  Canadian  and  United  States  goods,  not  because  they  do  not  want  them  but 
for  the  reason  that  the  demand  for  our  goods  is  greater  than  their  supply  of 
dollars.  If  the  opportunities  are  provided  for  overseas  countries  to  earn  dollars 
import  restrictions  would  disappear  and  the  market  for  North  American 
products  would  be  widened  greatly. 
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This  is  by  no  means  the  whole  story.  In  overseas  countries  the  inflationary 
conditions  generally  have  made  it  impossible  for  them  to  export  in  sufficient 
volume  to  pay  their  way.  There  is  today  a  growing  understanding  of  the 
relationship  between  internal  inflation  and  disequilibrium  in  external  payments. 
With  the  new  understanding  there  may  be  a  fresh  approach  to  a  solution  of 
the  exchange  difficulties  confronting  the  Western  World.  The  experience  of 
the  past  few  years  has  helped  us  to  understand  that  a  country  with  relatively 
high  internal  prices  coupled  with  fixed  exchange  rates  is  handicapped  in  selling 
in  a  competitive  export  market.  The  same  high  prices  attract  imports  which 
deplete  foreign  exchange  reserves  and  create  balance  of  payments  difficulties. 

Too  often  in  past  years  there  has  been  a  tendency  for  countries  to  look 
outward  to  find  the  causes  of  economic  dislocation  and  the  cures  for  it.  A  look 
inward  may  come  closer  to  finding  the  roots  of  the  difficulties. 

In  the  conclusion  of  the  Report  of  the  Bank  of  International  Settlements 
published  June  1952  this  relevant  statement  is  made,  “a  number  of  countries 
which  had  succeeded  in  putting  their  own  houses  in  order  have  suddenly 
found  that  most  of  their  balance-of-payments  difficulties  have  disappeared  as 
if  of  their  own  accord.” 

THE  COMMONWEALTH  ECONOMIC  CONFERENCE 

In  December  1952  the  Commonwealth  Economic  Conference  issued  a  com¬ 
munique  dealing  with  measures  for  increasing  the  economic  strength  of  the 
commonwealth  countries.  The  communique  stressed  the  importance  of  adopt¬ 
ing  internal  economic  policies  designed  to  curb  inflation  and  rises  in  the  cost  of 
living.  In  dealing  with  corrective  internal  measures  the  communique  pointed 
out  how  inflation  caused  damage  to  the  external  balance  by  stimulating  exces¬ 
sive  imports  and  by  diverting  to  internal  use  goods  which  would  otherwise  be 
available  for  export.  The  Conference  agreed  that  sound  economic  develop¬ 
ment  should  be  encouraged  and  that  a  multilateral  trade  and  payments  system 
should  be  extended  over  the  widest  possible  area. 

The  communique  went  on  to  say  that  the  attainment  of  the  objectives  out¬ 
lined  by  the  Conference  would  require  individual  action  by  commonwealth 
governments,  co-operation  among  them  and  international  action  with  other 
trading  nations  and  existing  international  organizations.  The  international 
agencies  and  the  instruments  for  economic  collaboration  to  which  particular 
references  are  made  in  the  communique  are  the  Bank  for  Reconstruction  and 
Development,  the  International  Monetary  Fund  and  the  General  Agreement  on 
Tariffs  and  Trade. 

The  Agricultural  Institute  of  Canada  believes  that  the  Official  Communique 
of  the  Commonwealth  Conference,  1952,  setting  out  as  it  does  the  direction 
which  not  only  commonwealth  but  all  countries  must  take  to  improve  their 
fundamental  economic  strength,  is  an  important  basic  document  which  is 
directly  related  to  the  objectives  of  Article  2  of  the  North  Atlantic  Treaty. 

THE  BALANCING  PROCESS 

During  the  last  seven  years  countries  of  Western  Europe  have  been  working 
under  tremendous  handicaps,  brought  about  by  the  devastations  of  war,  to 
solve  their  trade  difficulties.  They  have  been  striving  to  restore  a  balance 
between  their  spendings  and  their  earnings  and  at  the  same  time  maintain  a 
reasonable  standard  of  living  for  their  citizens.  In  other  parts  of  the  world 
particularly  in  the  under-developed  countries  the  pressure  of  growing  popula¬ 
tions  striving  for  higher  standards  of  living  through  industrialization  has 
enlarged  the  area  of  disequilibrium.  The  struggle  of  these  people  to  develop 
resources  has  posed  important  economic  problems  affecting  internal  and  exter¬ 
nal  equilibrium. 
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Short  run  balancing  measures  to  meet  some  of  these  difficulties  in  the  early- 
post-war  period  were  provided  as  outright  gifts  of  food  and  agricultural  prod¬ 
ucts  and  other  essentials  through  UNRRA  and  comparable  agencies.  The 
European  Recovery  Program  followed.  ERP  was  intended  to  prime  the  indus¬ 
trial  pump,  get  the  wheels  turning  again  in  Western  Europe  and  restore 
viability. 

Another  step  in  the  reconstruction  program  was  a  number  of  long  term 
loans  at  moderate  interest  rates  by  the  United  States  and  Canada  to  Western 
European  and  other  countries. 

A  fourth  step  in  the  balancing  process  was  an  attempt  to  promote  a  more 
adequate  use  of  resources  by  lowering  and  removing  barriers  to  trade  through 
international  collaboration  and  negotiation. 

SUPPORT  FOR  EXISTING  AGENCIES 

The  Institute  believes  that  in  the  broad  field  of  international  economic 
relations  existing  agencies,  if  given  support  by  member  governments,  can  do 
much  towards  making  Article  2  of  the  North  Atlantic  Treaty  a  realistic  and 
useful  instrument.  Such  agencies,  which  now  have  the  benefit  of  several  years 
of  experience  and  with  that  experience  are  increasing  their  usefulness  through 
economic  collaboration,  include  the  Food  and  Agriculture  Organization,  the 
International  Monetary  Fund  and  the  Bank  for  Reconstruction  and  Develop¬ 
ment.  In  the  field  of  commercial  policy  we  believe  that  the  General  Agreement 
on  Tariffs  and  Trade  has  already  made  an  outstanding  contribution  in  co-ordi¬ 
nating  and  bringing  into  harmony  the  trade  policies  between  the  countries  who 
are  signatories  to  the  North  Atlantic  Treaty  and  other  countries  of  the  free 
world. 

While  we  recognize  that  concentration  of  military  power  is  necessary  for 
defence  we  believe  that  expansion  and  diversification  of  trade  on  the  broadest 
possible  scale  are  necessary  for  economic  strength. 

We  are  opposed  to  any  grouping  of  countries,  even  the  NATO  group,  into 
exclusive  or  restrictionist  trading  blocs.  We  believe  that  the  interests  of  the 
NATO  countries,  both  military  and  economic,  can  be  served  best  by  expanding 
trade  among  all  countries  of  the  free  world  as  suggested  in  the  Resolution. 
We  are,  however,  convinced  that  a  great  opportunity  and  a  grave  responsibility 
rests  with  the  Atlantic  Community  of  Nations  to  take  the  lead  in  lowering  trade 
barriers  and  expanding  trade. 

THE  GENERAL  AGREEMENT  ON  TARIFFS  AND  TRADE 

In  the  view  of  the  Agricultural  Institute  the  countries  of  the  Western 
World  are  heading  in  the  right  direction.  We  do  not  need  to  strike  out  on  any 
bold  new  plan  but  we  do  need  to  support  and  strengthen  existing  agencies 
concerned  with  economic  co-operation.  If  the  existing  agencies  are  not  as 
effective  as  we  would  have  wished  them  to  be  it  is  not  because  of  inadequate 
planning. 

Rather  than  contemplate  the  development  of  a  new  institution  to  improve 
international  trade  relations  we  believe  that  effort  should  be  directed  to  the 
strengthening  of  the  General  Agreement  on  Tariffs  and  Trade.  This  instru¬ 
ment  provides  a  sound  basis  for  economic  collaboration  and  for  improving 
trade  relations  among  the  nations  of  the  free  world.  It  would  be  useful,  we 
think,  to  reiterate  some  of  the  principles  laid  down  in  this  international 
agreement. 

The  General  Agreement  represents  a  long  term  effort  to  restore  trade  on 
a  multilateral  basis  with  freely  convertible  currencies  as  contrasted  with 
bilateral  and  barter  deals  and  other  special  trading  arrangements  of  a  dis¬ 
criminatory  nature.  Under  a  multilateral  world  trading  system  commercial 
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considerations  govern  the  conditions  of  trade  and  price  is  determined  on  a 
competitive  basis.  Under  such  a  system  there  is  a  minimum  of  government 
subsidization  of  exports  and  buyers  can  import  freely  without  encountering 
restrictive  quotas  and  licenses. 

The  General  Agreement  comprises  the  international  code  of  law  under 
which  the  principal  trading  nations  have  agreed  to  conduct  their  commercial 
relations.  As  contracting  parties  to  the  Agreement,  countries  have  undertaken 
serious  and  important  obligations.  These  obligations  have  a  direct  effect  on 
foreign  agricultural  trade  relations. 

A  basic  principle  of  the  General  Agreement  on  Tariffs  and  Trade  is  that 
the  customs  tariff  is  recognized  as  a  legitimate  form  of  protection  to  producers 
and  it  is  to  be  the  only  form  of  protection  against  imports.  Customs  tariffs, 
however,  are  subject  to  reduction  and  elimination  through  negotiation  and  the 
granting  and  receiving  of  compensatory  or  balancing  concessions. 

The  principle  of  most-favoured-nation  treatment  applies  whereby,  with 
the  exception  of  existing  preferential  rates,  the  most  favourable  tariff  rate 
granted  to  any  country  is  generalized  and  extended  to  all  parties  to  the  General 
Agreement. 

The  principle  of  non-discrimination  applies  to  preferential  rates  of  duty. 
A  ceiling  is  placed  on  existing  preferences.  No  new  preferences  are  to  be 
established  and  no  existing  preferences  may  be  increased  but  their  reduction 
can  be  negotiated  in  exchange  for  tariff  concessions. 

After  importers  have  paid  the  customs  duty  the  principle  of  “national 
treatment”  must  apply.  That  means  that  imports  shall  not  be  subject  to 
internal  taxes  or  internal  charges  of  any  kind  in  excess  of  those  applied  to 
like  domestic  products. 

The  General  Agreement  has  something  to  say  about  export  subsidies.  The 
Agreement  does  not  put  a  ban  on  the  use  of  production  and  export  subsidies 
and  if  a  member  country  feels  that  its  trade  is  being  seriously  injured  by  the 
export  subsidy  program  of  another  member  the  injured  member  has  a  right  to 
complain  to  the  Contracting  Parties  and  seek  redress. 

Subsidies  in  themselves  are  not  regarded  as  malicious  but  if  used  to 
acquire  more  than  a  fair  share  of  the  world  market  their  use  can  be  disrupting 
to  the  trade  of  others. 

The  Geneva  Agreement  contains  the  general  obligation  that  contracting 
parties  shall  not  use  quantitative  restrictions  to  regulate  imports  or  exports. 
Government  measures  which  restrict  by  absolute  quotas  the  quantities  of  com¬ 
modities  which  are  allowed  to  be  imported  into,  or  exported  from  a  country, 
are  recognized  as  the  most  damaging  forms  of  restraint  on  international  com¬ 
merce.  To  the  extent  that  they  are  used,  quantitative  restrictions  defeat  the 
purpose  of  the  Agreement.  Contracting  parties  agree  to  the  general  elimina¬ 
tion  of  quantitative  restrictions  on  imports  and  exports  and  thereby  undertake 
to  support  what  has  been  regarded  as  the  most  important  single  principle 
contained  in  the  Agreement.  After  setting  out  the  general  principle  with 
respect  to  the  elimination  of  quantitative  restrictions,  the  Agreement  then 
deals  with  circumstances  under  which  exceptions  can  be  made  and  lays  down 
definite  limitations  on  the  use  of  restrictions  even  in  these  cases. 

Within  certain  limits  the  General  Agreement  gives  recognition  to  the 
operations  of  state  trading  enterprises.  If  the  government  of  a  country 
engages  in  purchasing  and  selling  commodities  in  a  commercial  way,  or  grants 
to  any  enterprise  exclusive  or  special  privileges  to  purchase  and  sell  com¬ 
modities  which  involve  external  trade,  such  operations  are  recognized  in  the 
General  Agreement  as  state  trading. 
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The  Agreement  obligations  place  the  state  trading  member  of  GATT  on 
a  parallel  with  the  private  enterprise  member  with  respect  to  purchases  and 
sales  involving  imports  and  exports  and  with  respect  to  the  protection  the  state 
enterprise  may  afford  to  domestic  producers. 

The  General  Agreement  is  open  for  membership  to  all  countries  which 
through  negotiation  reduce  their  tariffs  to  levels  satisfactory  to  existing  mem¬ 
bers  and  are  prepared  to  accept  the  GATT  code  of  commercial  policy. 

All  of  the  North  Atlantic  Treaty  Organization  countries  are  contracting 
parties  to  the  General  Agreement  and  combined  contribute  over  70  per  cent 
of  world  trade. 

The  establishment  of  the  General  Agreement  on  Tariffs  and  Trade  marks 
the  most  significant  and  important  development  in  the  field  of  international 
trade  policy  in  recent  years.  This  development  is  significant  because  the 
Agreement  has  now  passed  through  a  testing  period  of  over  five  years  of 
provisional  application.  It  is  important  because  of  its  wide  acceptance,  its 
accomplishments  to  date  and  because  of  the  increasing  recognition  which  it  is 
receiving  from  governments  and  the  public.  Thirty-five  countries  which  con¬ 
tribute  over  80  per  cent  of  the  world  trade  are  contracting  parties  to  the 
General  Agreement.  Since  its  establishment  at  Geneva  in  1947  there  have 
been  three  rounds  of  tariff  negotiations  under  the  Agreement  which  involved 
a  reduction  or  a  binding  against  increase  of  rates  of  duty  on  more  than  55,000 
tariff  items. 

In  the  forum  of  the  Joint  Meeting  of  Contracting  Parties  to  the  General 
Agreement  which  has  to  date  held  eight  sessions,  the  last  in  Geneva  in 
October  1953,  difficult  problems  in  the  field  of  commercial  relations  have  been 
discussed  frankly  and  in  many  cases  the  differences  resolved. 

It  may  be  thought  that  the  terms  of  the  agreement  restrict  our  freedom 
to  act  independently  and  quickly  to  protect  our  home  producers  against 
imports.  It  must  be  remembered  however  that  by  this  international  agreement 
our  exports  are  accorded  similar  treatment  and  our  rights  are  protected  abroad. 
It  is  on  this  balance  which  is  pretty  much  the  application  of  the  golden  rule 
that  an  international  agreement  stands  or  falls. 

A  PERMANENT  TRADE  AGREEMENT 

This  submission  from  the  Agricultural  Institute  of  Canada  has  been  almost 
entirely  devoted  to  a  discussion  of  the  policy  phases  and  implications  of  the 
General  Agreement  on  Tariffs  and  Trade.  We  have  reason  for  doing  so  for  we 
believe  that  the  General  Agreement  overshadows  all  other  developments  in 
international  trade  in  recent  years. 

Of  late  the  General  Agreement  has  received  two  major  set-backs;  first  the 
widespread  use  of  trade  restrictions  in  many  parts  of  the  world  and  secondly 
the  growing  signs  of  protectionism  in  the  United  States. 

The  Institute  believes  that  these  difficulties  can  be  overcome  if  the  United 
States  will  continue  to  play  the  role  it  has  played  since  the  end  of  the  war  in 
promoting  a  more  liberal  trading  world,  and  if  overseas  countries  are  prepared 
to  adjust  their  domestic  policies  to  conform  to  requirements  of  external 
stability  without  resort  to  restrictions.  The  General  Agreement  should  then 
become  a  more  meaningful  instrument  and  provide  the  basis  for  more  effective 
co-operation  in  the  field  of  international  trade.  What  is  needed  is  a  better 
understanding  of  the  Agreement  which  would  lead  to  its  ratification  by  signa¬ 
tories  and  give  to  the  General  Agreement  that  degree  of  permanence  which  is 
contemplated  in  the  Resolution. 

Ottawa,  November  24,  1953. 
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CANADIAN  TRADE  RELATIONS 
The  Honourable  A.  N.  McLean,  Chairman 
The  Honourable  Senators: 


Baird 

Euler 

^Macdonald 

Bishop 

Fraser 

McKeen 

Blais 

Gouin 

McLean 

Burchill 

*Haig 

Nicol 

Campbell 

Hawkins 

Paterson 

Crerar 

Howard 

Petten 

Daigle 

Kinley 

Pirie 

Davies 

Lambert 

Turgeon 

Dessureault 

Duffus 

MacKinnon 

Vaillaneourt — 

35  Members — (Quorum  7) 


*Ex  officio  member 


ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  Thursday, 
February  24,  1955: 

“That  the  Standing  Committee  on  Canadian  Trade  Relations  be  empowered 
to  enquire  into  and  report  on — 

1.  What,  in  their  opinion,  might  be  the  most  practical  steps  to  further 
implement  Article  2  of  the  North  Atlantic  Treaty  whereby  the  signatories  to 
that  document  agreed  that — “They  will  seek  to  eliminate  conflict  in  their 
international  economic  policies  and  will  encourage  economic  collaboration 
between  any  or  all  of  them”. 

2.  That  notwithstanding  the  generality  of  the  foregoing,  the  Committee 
be  instructed  and  empowered  to  consider  and  report  upon  how,  in  their 
opinion, 

(a)  any  project  for  developing  economic  collaboration,  specifically  between 
the  countries  who  are  signatories  to  the  North  Atlantic  Treaty,  can  be 
co-ordinated  with  the  trade  policies  of  other  countries  of  the  free 
world; 

(b)  any  project  for  developing  economic  collaboration  between  the 
countries  which  are  signatories  of  the  North  Atlantic  Treaty,  might 
have  the  same  degree  of  permanence  that  is  contemplated  in  the 
twenty  year  Military  obligation  under  Article  5  of  the  Treaty  whereby 
‘the  Parties  agree  that  an  armed  attack  against  one  or  more  of  them 
in  Europe  or  North  America  shall  be  considered  an  attack  against 
them  alT. 

3.  That  the  Committee  be  empowered  to  extend  an  invitation  to  those 
wishing  to  be  heard,  including  representatives  of  agriculture,  industry,  labour, 
trade,  finance  and  consumers,  to  present  their  views,  and  that  the  Committee 
also  be  empowered  to  hear  representations  from  business  interests  or  individuals 
from  any  of  the  NATO  countries  who  might  wish  to  be  heard. 

4.  That  the  Committee  be  empowered  to  send  for  persons,  papers,  and 
records,  and  to  secure  such  services  as  may  be  necessary  for  the  purpose  of  the 
enquiry. 

L.  C.  MOYER, 

Clerk  of  the  Senate  ” 
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Wednesday,  May  11,  1955. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators — McLean,  Chairman;  Baird,  Bishop, 
Davies,  Dessureault,  Hawkins,  Howard,  Kinley,  Lambert,  Macdonald,  Paterson, 
Turgeon  and  Vaillancourt. — 13. 

Consideration  was  given  to  the  Order  of  Reference  of  February  24,  1955. 

The  following  were  heard  and  questioned  by  members  of  the  Committee:  — 

Dr.  Raymond  W.  Miller,  Consultant  to  the  Food  and  Agriculture 
Organization  of  the  United  Nations. 

Mr.  Gove  Hambidge,  North  American  Regional  Representative,  Food  and 
Agriculture  Organization  of  the  United  Nations. 

It  was  Resolved  to  report,  as  follows:  — 

The  Committee  recommend  that  it  be  authorized  to  print  800  copies 
in  English  and  200  copies  in  French  of  its  proceedings  in  respect  to  the 
inquiry  into  what,  in  their  opinion,  might  be  the  most  practical  steps  to 
further  implement  Article  2  of  the  North  Atlantic  Treaty,  and  that 
Rule  100  be  suspended  in  relation  to  the  said  printing. 

At  12.10  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

Attest. 

John  A.  Hinds, 

Assistant  Chief  Clerk  of  Committees. 
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THE  SENATE 

STANDING  COMMITTEE  ON  CANADIAN  TRADE  RELATIONS 

Ottawa,  Wednesday,  May  11,  1955. 

EVIDENCE 

The  Standing  Committee  on  Canadian  Trade  Relations,  which  was 
empowered  to  inquire  into  and  report  upon  the  development  of  trade  between 
countries  signatory  to  the  North  Atlantic  Treaty  and  with  other  countries  of 
the  free  world,  met  this  day  at  10.30  a.m. 

Senator  McLean  in  the  Chair. 

The  Chairman:  Honourable  senators,  we  now  have  a  quorum,  and  there 
will  be  more  members  in  attendance  a  little  later.  It  is  unfortunate  that  today 
two  or  three  committees  are  meeting  at  the  same  hour,  and  for  that  reason 
attendance  is  not  what  we  would  like  it  to  be. 

I  am  sure  we  are  all  familiar  with  the  resolution  with  which  this  com¬ 
mittee  is  charged,  and  which  is  based  on  Articles  2  and  5  of  the  NATO  treaty. 
I  do  not  believe  it  necessary  to  read  the  resolution  in  detail,  unless  some 
members  of  the  committee  would  like  me  to  do  so. 

We  are  extremely  honoured  this  morning  to  have  with  us  Dr.  Raymond 
W.  Miller  and  Mr.  Gove  Hambidge.  I  do  not  know  of  any  two  men  in  America 
who  have  greater  or  broader  understanding  of  the  inside  set-up  of  most  of 
the  nations  of  the  free  world  than  these  eminent  gentlemen.  They  have 
travelled  extensively  and  explored  the  economy  of  these  nations  at  first  hand, 
and  became  closely  acquainted  with  their  political  leaders. 

Incidentally,  I  may  have  shown  honourable  senators  a  recent  account  of 
Dr.  Miller’s  activities,  which  I  cut  out  of  the  Ford  Foundation  of  India. 
Perhaps  Dr.  Miller  has  not  yet  seen  that  account,  but  it  was  most  interesting 
to  read  of  his  activities  with  the  Ford  Foundation. 

Dr.  Raymdnd  W.  Miller  is  presently  Consultant  to  the  Food  and  Agricul¬ 
tural  Organization  of  the  United  Nations,  lecturer  at  Harvard  University, 
President  of  World  Trade  Relations  Incorporated,  Trustee  of  American  Univer¬ 
sity,  Washington,  D.C.,  and  has  been  given  the  Hall  of  Fame  Award  for  his 
work  in  marketing  and  distributing  by  the  Boston  Conference  of  Distribution 
at  Harvard. 

Mr.  Gove  Hambidge  is  presently  F.A.O.  representative  for  North  America 
and  a  nationally  known  writer  on  agricultural  and  economic  subjects.  I  have 
some  highlights  of  his  career  before  me,  which  I  will  give  you. 

Mr.  Hambidge  was  born  in  Kansas  City,  Missouri,  the  son  of  a  Canadian, 
Mr.  Jay  Hambidge,  who  was  born  in  Simcoe,  Canada.  He  worked  as  a  free¬ 
lance  writer  for  many  years  for  the  Curtis  Publishing  Company,  the  New 
York  Herald-Tribune,  Harper’s  and  other  magazines,  and  for  the  Great  Atlantic 
and  Pacific  Tea  Company  doing  radio  scripts. 

Mr.  Hambidge  edited  the  Yearbook  of  Agriculture  for  seven  or  eight  years, 
getting  out  the  big  volumes  on  Soils  and  Men,  Food  and  Life,  Keeping  Live¬ 
stock  Healthy,  Climate  and  Man,  and  so  on.  These  monographs  were  a  new 
departure  and  became  well  known  all  over  the  world. 

He  served  as  coordinator  in  the  Agricultural  Research  Administration, 
U.S.D.A. 
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He  attended  the  Hot  Springs  Conference  on  Food  and  Agriculture  in  1943 
as  a  member  of  the  United  States  delegation;  he  served  as  Executive  Secretary 
of  the  Interim  Commission  on  Food  and  Agriculture,  of  which  L.  B.  Pearson 
was  chairman.  This  Commission  wrote  the  F.A.O.  Constitution. 

Mr.  Hambidge  was  the  first  person  formally  appointed  on  the  staff  of 
F.A.O. ,  and  is  now  F.A.O.  Regional  Representative  for  North  America  (Canada 
and  U.S.A.). 

He  is  the  author  of  seven  books,  the  most  recent  being  The  Story  of  F.A.O. 
published  in  April  by  Van  Nostrand  in  the  United  States  and  Canada,  and  by 
Macmillan  in  England.  This  is  the  first  commercial  book  on  any  of  the  special¬ 
ized  agencies  and  the  royalties  go  to  F.A.O. 

I  think  Mr.  Hambidge  will  present  the  brief,  but  before  he  does  so,  I  would 
like  to  call  on  Dr.  Miller  to  address  us. 

Dr.  R.  W.  Miller:  Thank  you,  Mr.  Chairman,  I  am  very  happy  to  be  here, 
and  I  will  make  my  observations  very  short  because  Mr.  Hambidge,  in  my 
opinion,  has  the  story  of  the  F.A.O.  as  it  fits  into  the  work  of  your  committee 
better  than  any  person  I  know. 

Your  Chairman  spoke  to  me  about  two  years  ago  about  the  work  of  your 
committee  and  has  spoken  to  me  several  times  about  that  since.  As  an  indivi¬ 
dual  citizen  of  North  America,  I  happen  to  be  particularly  interested  in  what 
your  committee  is  trying  to  do.  I  think  this  matter  of  trying  to  work  in  the 
economic  life  of  the  world  as  well  as  in  the  military  phases  of  the  thing  is,  in 
the  long  run,  perhaps  one  of  the  greatest  contributions  that  we  can  make.  This 
F.A.O.  operates  in  71  member  governments,  it  operates  in  all  the  countries  that 
are  in  NATO  and  it  also  operates  beyond  it,  and  much  of  the  prosperity  of  those 
countries  in  our  NATO  sphere,  including  the  new  one  which  came  in  yesterday, 
is  tied  up  by  under-developed  countries  of  the  world  in  which  two-thirds  of 
the  people  of  this  world  are  hungry. 

I  would  like  to  take  one  minute  to  read  the  preamble  to  the  F.A.O.  of  the 
United  Nations  which  was  written  by  an  Australian,  and  he  says: 

The  nations  accepting  this  Constitution,  being  determined  to  promote 
the  common  welfare  by  furthering  separate  and  collective  action  on  their 
part  for  the  purposes  of 

raising  levels  of  nutrition  and  standards  of  living  of  the  peoples 
under  their  respective  jurisdictions,  securing  improvements  in  the 
efficiency  of  the  production  and  distribution  of  all  food  and  agri¬ 
cultural  products, 

bettering  the  condition  of  rural  populations,  and  thus  contribut¬ 
ing  toward  an  expanding  world  economy, 
hereby  establish  the  Food  and  Agriculture  Organization  of  the  United 
Nations,  hereinafter  referred  to  as  the  ‘Organization,’  through  which  the 
Members  will  report  to  one  another  on  the  measures  taken  and  the 
progress  achieved  in  the  fields  of  action  set  forth  above. 

I  think  we  as  North  Americans  had  better  look  at  some  of  these  economic 
things  ahead  of  us.  I  am  very  happy  your  committee  is  in  it  and  later  on  if 
there  are  any  questions  I  will  be  very  happy  to  answer  them. 

The  Chairman:  I  will  now  call  on  Mr.  Gove  Hambidge  to  present  the  brief. 
Before  doing  so,  Mrs.  Rodgers  is  travelling  as  assistant  to  these  gentlemen  and 
I  would  like  to  introduce  her  to  the  committee  now. 

Mr.  Gove  Hambidge:  Mrs.  Rodgers  worked  with  me  on  a  book  I  have  just 
written  on  the  F.A.O.,  and  I  would  not  have  finished  it  without  her  help.  I  am 
afraid  I  am  not  going  to  talk  very  closely  on  the  subject  of  economics  and  trade 
before  your  committee.  The  F.A.O.  has  a  good  deal  of  work  in  connection  with 
commodities  which  I  shall  mention,  but  I  am  more  interested  this  morning  in 
trying  to  give  you  the  broad  picture  of  this  organization  than  I  am  in  trying 
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to  give  you  individual  or  specific  information.  As  a  matter  of  fact  the  F.A.O. 
is  primarily  a  very  broad  organization  and  is  not  specialized  along  the  narrower 
channel  of  trade  like  NATO.  We  are  engaged  in  economic  work  and  we  are 
interested  in  trade  because  you  cannot  have  an  agricultural  organization  without 
getting  into  those  fields,  but  it  is  by  no  means  a  primary  interest.  On  the  other 
hand,  I  would  like  to  make  it  clear  right  here  that  the  point  I  am  interested  in 
making  is  the  fact  that  we  are  concerned  with  economic  health,  the  economic 
health  of  nations  and  peoples,  and  you  cannot  have  trade,  you  cannot  have  a 
decent  kind  of  trade  relations  if  you  do  not  have  economic  health,  and  that  is  our 
main  concern.  This  is  a  matter  that  is  of  interest  to  Canada,  and,  as  a  matter 
of  fact,  Canada  has  been  one  of  the  leaders  in  this  field,  and  certainly  in  our 
agency. 

Whenever  I  come  to  Canada,  which  is  far  too  seldom,  I  have  the  kind  of 
feeling  a  man  has  when  he  is  returning  home  after  a  long  absence.  I  suppose 
this  is  natural  because  my  father  was  born  not  far  away  from  here,  over  in 
Simcoe.  His  father  in  turn  came  to  Canada  from  England.  My  father  came 
down  to  the  States  at  a  fairly  early  age.  He  was  a  man  who  had  very  little  for¬ 
mal  education,  but  he  made  a  mark  in  his  profession  of  painting  and  drawing  and 
design,  eventually  winding  up  on  the  staff  at  both  Yale  and  Harvard.  That  is 
what  happens  to  people  from  this  country.  Give  them  any  kind  of  start  and 
they  really  go  places. 

My  godfather  was  also  a  Canadian,  Peter  MacArthur  whom  some  of  you 
may  know,  he  was  a  humourist  and  poet  and  general  humanitarian. 

There  is  another  reason,  in  connection  with  the  work  of  F.A.O. ,  why  I 
feel  at  home  when  I  come  back  to  Canada.  That  is  because  the  Food  and 
Agriculture  Organization  was  born  here  ten  years  ago,  in  1945,  at  our  first 
conference,  held  in  Quebec.  So  this  is  our  tenth  anniversary.  I  don’t  know 
whether  the  Canadians,  who  are  peculiarly  responsible  for  the  idea  behind  this 
organization  and  for  making  the  idea  a  reality,  are  planning  any  kind  of  tenth 
anniversary  celebration,  but  it  might  be  worth  considering. 

As  you  know,  the  Chairman  of  the  first  F.A.O.  Conference  was  your 
Minister  of  Foreign  Affairs,  L.  B.  Pearson,  then  Minister  to  the  U.S.A.  He 
spent  two  good  long  years,  after  attending  the  Hot  Springs  Conference,  as 
Chairman  of  the  Committee  that  set  up  this  Organization  between  44  countries. 
I  was  Executive  Secretary  and  worked  very  closely  with  Mr.  Pearson,  and, 
as  a  matter  of  fact,  prepared  a  lot  of  the  early  documentation  which  was  the 
back-bone  of  the  F.A.O.  I  do  not  think  there  was  an  international  organization 
better  prepared  than  this  agency  was.  Mr.  Pearson  got  experts  from  all  over, 
and  had  committees  working  on  every  phase  of  our  work.  I  think  it  was 
a  good,  solid  foundation  that  they  gave  it. 

Looking  back  over  the  ten  years,  I  would  say  that  Canada  really  started 
something. 

I  would  like  to  talk  to  you  on  the  broad  aspects  of  our  work,  and  I  would 
like  particularly  to  make  two  points,  or  to  bring  out  two  things. 

The  world  is  in  a  tight  spot,  and  when  you  get  down  to  the  roots  of  the 
trouble  it  seems  to  me  there  are  two  things  necessary  to  get  us  out  of  it.  Other 
things  are  necessary  too,  of  course,  but  these  are  especially  fundamental. 
Each  is  an  outcome  of  developments  in  modern  science. 

On  one  side  you  have  science  applied  to  agriculture  and  industry  giving 
us  the  possibility  of  abundance  such  as  men  have  never  dreamed  of  before.  In 
nations  like  Canada  and  the  U.S.A.  and  much  of  the  so-called  Western  World 
these  possibilities  are  being  realized.  I  hardly  need  to  elaborate  on  that  point 
with  this  group.  You  know  that  this  country  and  the  United  States  and  a  few 
other  highly  developed  countries  are  in  a  sense  bursting  with  abundance.  Of 


10 


STANDING  COMMITTEE 


course  we  could  be  better  off  than  we  are  and  have  still  higher  standards  of 
living,  and  I  expect  we  shall;  but  the  standard  we  do  have  is  higher  than  has 
been  known  anywhere  in  the  world  on  so  wide  a  scale. 

Over  against  this  prosperous  group  of  countries  blessed  with  plenty  of 
food  and  so  many  of  the  good  things  of  life,  you  have  another  group  still 
far  down  the  scale  of  economic  and  physical  well-being.  They  include  half  the 
people  of  the  world  or  more,  and  they  are  still  poor  and  undernourished,  many 
of  them  living  in  bleak  hovels,  without  enough  clothing,  illiterate  and  unedu¬ 
cated,  dying  young,  lacking  the  modern  tools  and  equipment  necessary  for 
good  production,  and  often  without  enough  physical  vigor  to  do  what  we  would 
call  a  really  good  day’s  work  even  though  they  work  as  hard  as  they  can. 
But  better  living  and  greater  abundance  are  possible  for  these  great  masses 
of  mankind,  and  they  are  becoming  more  and  more  sharply  aware  that  their 
lives  and  the  lives  of  their  children  can  be  better. 

It  is  this  possibility  of  better  times,  opened  up  by  modern  scientific 
developments  but  not  yet  reaching  down  to  all  the  levels  of  mankind,  that 
creates  much  of  the  tension  among  nations  and  within  nations  today.  When 
people  see  something  they  want  very  badly  and  think  they  can  have  it  and  are 
entitled  to  it,  they  are  likely  to  try  to  get  it  by  violent  means  if  more  peaceful 
ones  don’t  seem  to  work.  And  there  are  plenty  of  troublemakers  around  to 
encourage  them  to  use  violence. 

So  the  first  fundamental  need,  as  I  see  it,  is  the  necessary  effort  to  bring 
about  a  much  better  balance  in  the  world  than  we  now  have. 

The  second  need  of  paramount  importance  results  from  the  cracking  of 
the  atom.  Again,  I  don’t  need  to  enlarge  on  the  significance  of  something 
that  is  so  much  on  the  minds  of  all  of  us.  You  are  perfectly  aware  of  the 
potentialities  for  destruction  consequent  on  the  mastery  of  atomic  and  hydrogen 
weapons.  The  second  significant  drive  today,  then,  is  the  effort  to  bring  about 
some  effective  kind  of  disarmament  which  will  make  it  possible  for  civilization 
to  continue  on  this  earth  and  for  men  to  stay  alive  and  live  in  peace  with 
one  another. 

Those  two  things  have  to  balance  if  people  are  to  live  better  lives.  Economic 
development  and  the  eliminating  of  atomic  war  go  together,  you  cannot  have 
one  without  the  other.  Unless  you  eliminate  atomic  and  hydrogen  war  you 
are  not  going  to  be  able  to  develop  the  world.  In  the  development  of  the 
world  you  need  to  have  a  transfer  of  conflict  from  the  realm  of  military  opera¬ 
tions  to  the  realm  of  rivalry  in  social  and  economic  development. 

The  first  movement  is  the  one  expressed  very  fully  and  strongly  in 
the  Food  and  Agriculture  Organization  of  which  Canada  is  the  godfather  and 
which  you  did  so  much  to  shape  in  its  early  stages.  And  not  only  in  its  early 
stages  but  today  also,  for  we  have  on  our  staff  or  associated  with  us  in  one 
way  or  another  a  number  of  Canadians  who  are  continuing  to  play  a  vigorous 
part  in  our  work.  Dr.  Barton,  for  instance,  your  former  Deputy  Minister 
of  Agriculture  is  one  who  has  worked  with  us  from  the  beginning;  he  is 
still  a  member  of  one  of  our  main  committees,  and  not  long  ago  he  undertook 
a  mission  to  Finland  for  us.  Dr.  D.  B.  Finn,  who  formerly  held  a  similar 
post  in  Fisheries,  is  Director  of  the  F.A.O.  Fisheries  Division.  J.  D.  B.  Harrison 
of  your  Forestry  Branch  worked  for  us  for  a  number  of  years.  Your  Vladimir 
Ignatieff  is  doing  an  excellent  job  on  our  agricultural  staff.  Margaret  Hockin 
and  Marjorie  Scott,  both  Canadians,  are  key  persons  in  our  nutrition  and  home 
economics  work.  There  are  a  number  of  others,  not  to  mention  the  technical 
experts  from  Canada  who  have  gone  out  on  field  assignments  for  us  in  various 
countries.  They  have  included  Dr.  E.  S.  Archibald,  Dr.  J.  A.  B.  MacArthur, 
H.  G.  Dion  (who  not  only  worked  on  a  field  assignment  but  also  was  on  our 
regular  staff).  Claude  Hudson  of  the  Department  of  Agriculture  is  soon  to 
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undertake  an  F.A.O.  assignment  in  Egypt.  H.  H.  Hannam,  head  of  your  Cana¬ 
dian  Federation  of  Agriculture  and  former  President  of  the  International 
Federation  of  Agricultural  Producers  has  acted  as  an  adviser  to  the  Canadian 
delegations  at  all  of  the  F.A.O.  Conferences.  We  have  also  sent  a  dozen  or 
so  students  to  Canadian  institutions  on  fellowships,  coming  from  Burma, 
Chile,  Ecuador,  Egypt,  Finland,  India,  Iran,  Israel.  And  I  believe  about  30 
Canadian  experts  have  completed  field  assignments  for  us,  and  14  or  15  more 
are  in  the  field  or  on  the  way. 

I  said  that  the  move  for  economic  development  through  technical  coopera¬ 
tion  among  countries  is  very  fully  and  strongly  expressed  in  F.A.O.  In  fact,  the 
part  played  by  F.A.O.  is  that  of  a  pioneer  in  the  whole  modern  growth  of  techni¬ 
cal  cooperation.  True,  there  is  a  considerable  background  of  earlier  work  by 
church  missionaries  and  here  and  there  by  governments,  particularly  in  connec¬ 
tion  with  the  colonial  structure  of  the  European  powers;  but  the  movement  in 
its  modern  sense,  I  think,  was  led  off  by  the  Food  and  Agriculture  Organization, 
the  first  of  the  new  specialized  agencies  of  the  United  Nations  to  come  into 
existence,  in  our  early  technical  missions  to  Greece  and  Thailand  and  other 
countries.  That  work  was  soon  followed  by  a  much  larger  development  of 
technical  cooperation  by  the  U.S.  Government  through  the  so-called  Point  Four 
program  and  by  the  British  Commonwealth  countries  through  the  Colombo 
Plan,  in  which  Canada  has  played  so  large  a  part. 

F.A.O.  did  a  great  deal  to  catalyze  this  whole  movement.  And  we  and  other 
international  agencies  still  have  a  peculiarly  significant  place  if  only  because  we 
are  international  rather  than  bilateral  agencies.  In  other  words,  the  71  nations 
that  belong  to  F.A.O.  are  members  of  a  cooperative  organization,  which  deals  in 
knowledge  and  services  for  the  benefit  of  the  members.  Each  member  has  a 
vote  and  plays  a  part  in  shaping  our  program  of  work;  each  member  shares  the 
responsibilities  as  well  as  the  benefits;  each  member  receiving  help  from  us 
knows  he  is  getting  help  from  his  own  organization,  with  no  strings  attached. 
That  is  a  real  advantage  in  a  good  many  cases,  and  I  think  that  because  of  the 
cooperative  nature  of  our  work  the  highly  developed  countries  can  use  their 
membership  in  F.A.O.  to  as  good  advantage  as  the  others. 

So  we  have  come  quite  a  long  way  since  the  time  ten  years  ago  when,  at 
Quebec,  the  whole  idea  of  international  cooperation  was  not  much  more  than  an 
idea.  Now  it  is  one  of  the  biggest,  most  significant  movements  of  our  time,  with 
a  philosophy  that  is  being  more  and  more  widely  understood  and  accepted  and 
an  increasing  degree  of  coordination  among  many  agencies,  focusing  on  objec¬ 
tives  that  are  becoming  a  little  clearer  all  the  time.  In  my  book,  The  Story  of 
F.A.O.,  I  put  it  this  way: 

“Hundreds,  perhaps  thousands,  of  scientists  and  other  experts  from  many 
different  countries  are  now  scattered  all  over  the  world,  pushing  the  frontiers  of 
knowledge  and  its  practical  application  further  outward  and  helping  to  effect 
the  innumerable  adjustments  in  age-old  institutions  and  ways  that  are  needed  to 
make  new  advances  possible.  Other  thousands  of  young  people  from  lands  that 
have  been  thought  of  as  backward  are  attending  universities,  colleges,  and  tech¬ 
nical  schools  abroad  and  returning  to  work  as  experts  in  their  own  countries. 
If  this  is  a  slow  and  sometimes  disheartening  process,  it  is  no  more  so  than  were 
the  voyages  of  Columbus,  Magellan,  Frobisher,  and  Drake,  which  must  often 
have  seemed  hopeless  yet  brought  immeasurable  results;  no  more  so  than  the 
slow  creaking  of  oxcarts  across  America  to  open  a  continent  of  opportunity. 
These  great  outgoing  movements  stir  the  imaginations  of  men,  stretch  their 
souls,  focus  their  energies  on  big  creative  achievements.” 

That  is  a  point  that  I  want  to  make,  we  have  a  movement  here  that  is 
something  really  new  which  is  getting  Americans  and  Canadians  out  all  over 
the  world  to  a  greater  degree  than  ever  before  in  our  history  or  in  yours. 
This  movement  is  going  to  grow,  it  is  going  to  keep  on  growing.  On  the  other 
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hand  you  have  a  flow  to  our  countries  of  people  who  need  technical  knowledge 
in  order  to  go  back  and  do  a  job  in  their  own  countries,  and  the  flow  is  greater 
than  ever  before.  The  figures  on  this  are  astounding,  and  F.A.O.  is  only  a  small 
part  of  it,  but  the  flow  of  these  people  to  the  Western  world  to  get  educated  so 
they  can  go  back  to  South  America  and  the  Middle  East  and  the  Far  East  is 
really  quite  impressive. 

Now  I  want  to  give  you  a  few  concrete  examples  of  the  kind  of  work  we 
are  doing. 

You  might  think  of  it  in  three  broad  categories — first,  programs  and 
projects  of  a  regional  nature,  in  the  Far  East,  the  Near  East,  Latin  America, 
and  Europe,  in  which  we  bring  together  neighboring  countries  for  a  cooperative 
attack  on  certain  major  problems  common  to  all  of  them;  second,  programs  and 
projects  within  individual  countries;  third,  certain  foundation  studies  and 
services  carried  on  at  headquarters  and  covering  pretty  much  the  whole  world. 

I  take  a  good  deal  of  pride  in  the  regional  operation  of  FAO  because  I 
think  we  were  leaders  in  that  kind  of  approach,  which  is  peculiarly  suitable  for 
an  international  organization.  The  star  example  is  perhaps  the  work  of  the 
International  Rice  Commission  in  the  Far  East.  A  number  of  years  ago  we 
were  able  to  bring  these  countries  together  into  an  organization  which  pays  a 
good  deal  of  its  own  expenses  by  contributions  from  the  members  and  which 
has  undertaken  a  vigorous  program  for  the  improvement  of  rice  production, 
processing,  and  distribution  throughout  much  of  the  area  where  rice  is  the 
staple  food.  In  the  beginning  there  was  an  extreme  shortage,  but  by  now 
production  has  increased  to  the  point  where  some  countries  that  were  formerly 
very  short  are  beginning  to  meet  their  needs,  and  there  are  even  signs  of 
commercial  surpluses  here  and  there.  But  I  want  to  emphasize  that  these  are 
not  surpluses  from  the  standpoint  of  human  need.  There  is  still  much  hunger 
and  malnutrition  in  this  great  area,  and  a  vast  amount  can  be  done  to  step  up 
production  per  man  and  per  acre,  and  to  improve  storage  and  trade. 

The  work  of  the  Rice  Commission  has  been  concerned  first  of  all  with 
the  breeding  of  better  varieties  of  rice,  in  particular  hybrids  between  Japanese 
and  Indian  types  bred  especially  for  responsiveness  to  fertilizers  as  a  means 
of  increasing  production.  It  was  this  kind  of  approach  that  enabled  Japan  to 
practically  double  its  production  per  acre  in  a  period  of  50  years.  The 
Commission  has  also  been  tackling  a  good  many  other  problems  which  I  shall 
not  go  into  here.  The  main  point  is  not  so  much  the  particular  projects  as  the 
fact  that  for  the  first  time  a  group  of  countries  which  formerly  never  exchanged 
scientific  information,  never  got  together  on  projects  of  this  sort  for  their  mutual 
benefit — countries  where  the  scientists  and  technicians  always  remained  in 
their  own  little  cubby-holes,  cut  off  from  each  other — these  countries  are  now 
working  together  fully  and  generously,  constantly  exchanging  information 
and  providing  services  for  each  other. 

Now  the  information  is  interchanged  between  the  different  countries 
much  in  the  same  way  that  the  United  States  and  Canada  carried  on  their 
work  in  the  trading  of  strains  of  rust  resistent  wheat,  that  is  much  the  same 
kind  of  thing,  but  they  have  never  had  it  before.  This  is  an  extraordinary 
achievement,  possible  only  through  the  kind  of  organization  that  was  founded 
ten  years  ago  here  in  Canada. 

I  could  go  on  with  a  good  many  striking  examples  of  this  sort  of  approach 
to  problems  of  production  and  processing  and  economics  in  agriculture,  fisheries, 
and  forestry.  Another  good  one  which  you  undoubtedly  know  all  about  is  the 
rinderpest  campaign  in  the  Near  East  and  Far  East.  Here  again  Canada  played 
a  part  because  some  of  the  new  techniques  for  producing  effective  rinderpest 
vaccines  were  developed  here  with  the  cooperation  of  the  U.S.  during  the  war. 
A  good  deal  of  work  was  also  done  elsewhere,  notably  in  Africa  and  Japan 
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and  India.  The  part  played  by  FAO  was  to  encourage  technical  advances  in 
the  production  and  use  of  cheap  and  effective  vaccines  and  to  provide  the 
vision  and  drive  which  said  that  all  the  countries  afflicted  by  this  scourge, 
which  is  one  of  the  worst  of  all  livestock  diseases,  could  wipe  out  the  plague 
if  they  would  undertake  sufficiently  vigorous  programs  within  their  own  borders 
and  cooperate  fully  with  each  other  in  the  exchange  of  materials  and  techniques 
and  the  building  up  of  adequate  veterinary  services.  This  is  being  done,  and  I 
believe  it  is  safe  to  say  that  the  time  is  not  too  far  distant  when  rinderpest  as 
a  serious  handicap  to  livestock  production  will  be  a  thing  of  the  past  throughout 
this  whole  area. 

In  the  case  of  locusts  in  the  Middle  East  we  have  been  able  to  serve  a 
similar  catalytic  and  coordinating  function.  These  voracious  insects,  in  swarms 
of  unbelievable  magnitude  and  destructiveness,  have  been  sweeping  over  many 
of  the  countries  in  the  Mediterranean  area  and  farther  east  for  thousands  of 
years.  Some  measure  of  cooperation  in  controlling  them  was  achieved  during 
the  war  under  British  leadership.  This  has  now  gone  much  further  with  FAO 
as  the  focal  point.  The  cooperating  countries  are  contributing  funds  and 
personnel  of  their  own  to  supplement  what  FAO  can  provide  and  other  countries 
outside  the  area  are  also  chipping  in. 

It  is  far  too  early  to  say  that  the  problem  of  the  desert  locust  has  been 
licked.  There  is  much  more  fundamental  work  to  be  done  before  we  even 
know  exactly  how  to  lick  it.  But  the  situation  now  is  better  and  the  outlook  is 
brighter  than  it  ever  has  been  before,  thanks  both  to  the  use  of  modern 
materials  and  techniques  and  to  the  development  of  cooperation  among  the 
countries  concerned.  A  regional  locust  control  program  on  a  much  smaller 
scale  is  also  being  carried  on  successfully  in  Central  America  under  FAO 
auspices. 

In  plant  breeding  also  we  have  other  regional  projects.  You  undoubtedly 
know  about  the  work  of  hybrid  corn  in  Europe,  which  began  with  the  provision 
of  seeds  contributed  from  U.S.  and  Canadian  sources  and  which  has  now 
progressed  to  the  point  where  the  European  countries  are  developing  hybrids 
of  their  own.  I  don’t  have  an  up-to-date  figure  on  the  results  of  this  work, 
but  according  to  the  last  account  I  had,  the  value  of  the  corn  crop  in  a  two-year 
period  was  increased  by  some  $64  million  over  what  it  would  have  been  without 
the  use  of  hybrids;  yet  the  area  planted  to  hybrids  was  only  six  per  cent  of 
the  total  corn  acreage.  The  cost  of  that  $64  million  gain  to  FAO  was  just 
about  $40,000  and  that  covered  expenses  for  a  good  deal  more  than  the  two 
years. 

Here  again  the  secret  is  bringing  countries  together  for  full-scale 
cooperation. 

Another  regional  program  that  is  just  starting  and  has  extremely  worth¬ 
while  possibilities  is  the  breeding  of  rust-resistant  wheats  and  improved  strains 
of  barley  in  the  Near  East  and  Mediterranean  area.  The  dynamic  leader  in 
this  work  was  your  Dr.  L.  E.  Kirk,  who  comes  from  Saskatchewan  and  held 
a  high  position  on  the  F.A.O.  staff  for  a  number  of  years. 

The  foot-and-mouth  disease  work  in  Europe  is  another  example  of  a 
regional  program  that  is  now  only  at  its  beginning  but  holds  possibilities  of 
bringing  about  a  kind  of  continent-wide  control  of  that  terrible  disease  which 
has  been  impossible  up  to  now.  Beginning  with  a  goGd  reporting  system  and 
the  widespread  use  of  new  inexpensive  vaccines,  I  think  it  is  likely  that  the 
recently  organized  European  Foot-and-Mouth  Disease  Commission  will  bring 
the  disease  pretty  thoroughly  under  control.  You  Canadians  have  plenty  of 
reason  to  realize  the  need  for  cooperation  in  stamping  out  this  particular 
scourge  which  can  so  rapidly  spread  far  and  wide  from  a  remote  focal  point. 
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Another  good  example  of  regional  work  is  the  project  for  studying  and 
eventually  eliminating  the  disease  now  commonly  known  as  kwashiorkor,  in 
some  of  the  African  countries  and  elsewhere.  This  disease  is  nutritional  and 
it  is  due  fundamentally  to  lack  of  sufficient .  protein.  It  commonly  strikes 
young  children  in  areas  where  the  diet  is  so  poor  in  protein  that  after  weaning 
from  mother’s  milk  the  young  child  is  suddenly  and  drastically  deprived  of 
the  kind  of  food  it  needs  most.  The  effects  are  widespread  and  devastating 
throughout  the  body  and  the  death  rate  is  extremely  high.  Cooperative  field 
studies  made  by  F.A.O.  and  W.H.O.  helped  to  establish  the  nature  of  the 
disease  and  to  prove  that  it  can  be  dramatically  controlled  by  adding  some 
good  quality  protein  to  the  diet  of  the  youngsters.  In  this  case  the  protein 
was  in  the  form  of  dried  skim  milk,  which  was  available  through  the  United 
Nations  Children’s  Fund;  but  the  main  problem  is  to  build  up  better  local  food 
supplies. 

The  same  kind  of  story  could  be  told  about  some  of  our  fisheries  work, 
particularly,  for  example,  the  work  of  the  F.A.O. -sponsored  Indo-Pacific 
Fisheries  Council,  and  the  work  in  forestry  through  the  regional  forestry- 
commissions  of  Europe,  the  Far  East,  Latin  America,  and  most  recently  the 
Near  East. 

But  although  to  me  the  regional  programs  are  especially  interesting  and 
worthwhile,  they  are  only  the  smaller  part  of  our  work.  Most  of  it  naturally 
has  to  be  carried  on  within  individual  countries.  The  number  of  assignments 
we  have  completed  or  have  under  way  now  totals  900. 

I  might  mention  one  or  two  examples.  The  Ganges-Kobadak  irrigation 
scheme  in  East  Pakistan  should  be  especially  interesting  to  you.  In  this  area, 
which  used  to  be  called  East  Bengal,  there  have  been  historically  a  number  of 
very  severe  famines.  Rainfall  is  high,  but  it  is  all  dumped  on  the  earth  during 
the  monsoon  season,  when  there  are  extreme  flood  conditions.  After  the 
water  runs  off  there  is  no  more  rain  during  the  year  so  that  you  actually  have 
what  amounts  to  drought.  The  flood  waters  are  used  effectively  for  growing 
rice,  but  only  one  crop  can  be  produced  in  a  year.  The  great  need  is  for  an 
adequate  storage  and  irrigation  System  which  would  make  possible  the  produc¬ 
tion  of  two  or  even  three  crops  a  year  as  well  as  providing  a  good  many  other 
advantages.  F.A.O.  has  drawn  up  a  full-scale  plan  and  program  for  such  an 
irrigation  system  and  I  believe  a  sizable  beginning  has  now  been  made  or  is 
about  to  start.  Through  the  Colombo  Plan,  Canada  is  providing  a  million- 
dollar  power-generating  station  for  this  project,  and  the  U.S.  under  its  bilateral 
program  is  furnishing  a  very  sizable  amount  of  equipment. 

The  fisheries  project  in  Ceylon  is  another  interesting  case  of  this  kind  of 
cooperation.  There  F.A.O.  started  demonstrating  the  use  of  motors  for  fishing 
vessels  to  enable  the  fishermen  to  go  farther  out  to  sea  where  they  could  bring 
in  bigger  catches,  and  also  to  make  it  possible  for  them  to  fish  in  weather 
when  it  is  not  possible  to  go  out  in  their  little  sailboats  and  rowboats.  The 
results  of  the  demonstration  were  amazingly  good,  and  there  was  soon  a  big 
demand  for  motors.  These  too  have  been  provided  through  the  Colombo  Plan. 
The  improvement  of  fishing  vessels  and  gear  throughout  the  Asiatic  area  and 
elsewhere  is  one  of  the  main  concerns  of  F.A.O.,  and  there  is  a  good  deal  of 
demand  for  our  help  from  a  great  many  countries. 

I  may  say  that  this  one  particular  form  of  assistance  is  doing  very  well, 
and  it  is  an  instance  of  a  movement  that  is  spreading  to  other  parts  of  Asia. 
As  you  know,  it  affects  a  large  number  of  people  who  are  extremely  poor 
and  who  are  tied  down  with  very  backward  conditions.  I  am  sure  Senator 
Maclean  will  bear  me  out  in  this,  when  I  say  that  the  enormously  large 
potential  of  production  from  the  sea  which  has  not  yet  been  developed  is 
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most  valuable  from  a  nutritional  standpoint  for  people  who  are  already  on  a 
poor  diet.  The  fish,  the  products  of  the  sea,  can  give  them  the  food  they  need, 
and  can  do  so  quite  economically. 

I  can  mention  only  a  single  example  of  the  forestry  work  in  individual 
countries,  but  that  is  a  significant  one.  It  concerns  the  development  of  the 
vast  forest  resources  of  the  Amazon  Basin  in  Brazil.  These  have  been  exploited 
in  the  past  sporadically  and  unevenly  so  that  they  have  not  produced  anything 
like  the  revenue  they  should  for  Brazil.  The  Government  is  now  working 
intensively  on  a  program  for  much  more  systematic  development  of  these 
forest  resources,  and  I  believe  it  is  accurate  to  say  that  the  principal  under¬ 
pinning  for  the  work  was  the  thorough  survey  made  by  a  group  of  experts 
sent  to  that  country  by  F.A.O.  Pilot  projects  are  now  under  way  that  hold 
much  promise  for  some  very  worthwhile  future  developments. 

I  am  afraid  that  this  is  about  as  far  as  I  can.  go  with  the  time  I  have 
in  telling  you  about  our  work. 

I  have  already  said  that  the  heart  of  it  is  the  more  general  program  at 
headquarters.  This  includes  all  the  statistical  yearbooks  and  studies  with 
which  you  are  familiar,  to  which  you  contribute,  and  which  I  hope  you  find 
useful,  dealing  on  a  world- wide  scale  with  agricultural  production  and  trade, 
fisheries,  forestry  and  forest  products,  and  nutrition.  A  number  of  these  have 
been  firsts,  in  the  sense  that  I  do  not  think  there  was  any  international  statistical 
reporting  on  either  forestry  or  fisheries  until  we  got  these  underway. 

I  might  mention  one  other  thing  which  concerns  Canada.  We  have  become 
involved  with  the  United  Nations  program  concerned  with  the  peaceful  use 
of  atomic  energy.  As  you  know,  there  will  be  a  conference  next  August  in 
Geneva,  at  which  I  suppose  Canada  will  be  represented.  We  are  attempting 
to  work  out  a  picture  of  what  is  likely  to  happen  in  the  peaceful  use  of  atomic 
energy  in  the  world  with  respect  to  agriculture,  forestry,  fisheries  and  food. 
We  want  to  know  what  is  now  being  done  and  what  some  of  the  possibilities 
are.  While  we  are  getting  co-operation  from  the  United  States,  Canada  and 
the  United  Kingdom,  where  most  of  the  work  is  done,  it  is  our  intention  to 
interest  countries  the  world  over.  This,  I  think,  is  a  promising  beginning  of 
something  which  may  be  extremely  worthwhile.  We  want  to  get  good  examples 
of  work  in  this  field.  In  this  respect  may  I  say  that  there  is  perhaps  too  much 
tendency  to  draw  examples  from  the  United  States  where  so  much  work  is 
being  done;  I  should  like  to  see  more  examples  come  out  of  Canada,  the  United 
Kingdom  and  any  other  country  where  we  can  get  them. 

As  you  are  aware  we  have  also  been  concerned  to  some  extent  with 
commodity  problems.  Dr.  S.  C.  Hudson  of  your  Agriculture  Department  is 
a  member  of  our  Committee  on  Commodity  Problems,  which  is  soon  to  have 
one  of  its  regular  meetings  in  Rome,  and  Dr.  W.  C.  Hopper,  your  Commercial 
Counselor  in  Washington,  has  served  very  ably  as  Vice-Chairman  of  the  Sub¬ 
committee  on  Surplus  Disposal  which  for  some  time  has  been  plugging  away 
at  some  of  the  more  troublesome  problems  connected  with  surpluses.  For 
the  time  being  this  subcommittee  is  concerned  particularly  with  the  problem 
of  surplus  dried  skim  milk  because  that  seemed  to  be  the  product  that  lent 
itself  most  readily  to  some  kind  of  effective  international  action.  It  is  too 
early  to  say  just  what  will  be  the  outcome  of  this  work,  but  I  can  tell  you  that 
the  group  in  Washington  evidences  a  fine  spirit  of  co-operation. 

I  am  afraid  this  is  a  rather  sketchy  account  of  our  work.  What  I  want 
to  emphasize  most  is  the  point  I  made  in  the  beginning,  that  F.A.O.  is  a  tool 
or  instrument  of  modern  nations  for  helping  to  achieve  the  kind  of  well-being 
we  must  have  if  we  are  to  offset  the  disruptive  forces  now  threatening  to 
tear  our  world  apart.  You  may  say  there  have  always  been  these  disruptive 
forces,  and  that  is  true.  But  they  take  on  a  particularly  terrible  significance 
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in  the  blinding  glare  of  atomic  and  nuclear  explosions.  It  is  imperative  that 
nations  and  peoples  succeed  with  the  kind  of  effort  that  is  being  made  through 
F.A.O.  at  the  practical  level  as  well  as  with  negotiations  at  high  diplomatic 
and  political  levels  aimed  at  more  direct  elimination  of  the  threat  of  war. 

F.A.O.  is  a  relatively  small  and  humble  part  of  the  whole  picture,  but 
it  has  value  far  beyond  its  size.  I  think  Canada  can  take  a  great  deal  of  pride 
in  being  the  godfather  of  this  undertaking. 

I  may  say  that  it  is  more  than  a  negative  thing.  It  is  not  concerned  entirely 
with  eliminating  the  possibility  of  war,  but  with  the  development  of  the 
enormous  potentials  for  humanity,  subject  to  the  negative  aspects  of  the 
destructive  possibilities  of  atomic  and  nuclear  weapons.  The  positive  aspect 
embraces  all  these  other  things  that  can  be  done  through  modern  scientific 
and  technical  development;  it  involves  such  things  as  your  committee  is  con¬ 
cerned  with — trade,  commerce,  and  all  the  economic  relations  among  nations. 

Thank  you,  gentlemen,  for  listening  so  patiently  to  me  this  morning.  If 
I  can  ever  be  of  further  help  to  you,  I  am  at  your  service. 

Senator  Kinley:  Mr.  Chairman,  I  have  to  leave  to  go  to  an  important 
appointment  I  made  a  week  ago,  but  in  taking  my  reluctant  departure  I  do  not 
want  to  indicate  that  I  am  not  interested  in  the  subject  being  discussed.  We 
are  indeed  most  fortunate  in  having  these  gentlemen  come  and  give  us  their 
interesting  thoughts  and  experiences  in  this  field,  and  I  shall  read  with  interest 
the  reports  that  come  from  the  committee. 

The  Chairman:  We  are  all  aware  of  the  great  interest  Senator  Kinley  takes 
in  this  subject.  I  am  sure  all  senators  agree  that  Mr.  Hambidge  has  given  us 
a  most  interesting  account  of  what  is  being  done  throughout  the  world  today 
to  help  nations  develop  their  resources,  to  clear  up  unnecessary  diseases,  and 
to  put  these  nations  back  on  their  feet  so  that  they  will  have  more  purchasing 
power  and  in  that  way  bring  about  conditions  which  will  offset  wars. 

The  meeting  is  now  open  to  any  Senator  who  wishes  to  ask  questions  of 
Mr.  Hambidge  and  Dr.  Miller. 

Senator  Vaillancourt:  Have  any  members  come  to  FAO  from  behind  the 
Iron  Curtain? 

Mr.  Hambidge:  No.  We  had  a  rather  interesting  time  on  that  very  point 
in  Quebec.  Mr.  Pearson  and  I  were  trying  to  keep  things  on  an  even  keel. 
The  Russians  went  to  that  meeting  with  three  representatives,  Russia,  Byelo- 
Russia  and  the  Ukraine,  but  we  never  knew  until  the  last  minute  whether  or 
not  they  were  going  to  join.  Finally,  they  received  word  from  Moscow  that 
their  government  had  decided  against  joining. 

Senator  Vaillancourt:  If  you  remember,  back  in  1943  they  were  at  FAO 
when  it  held  its  meetings  in  Hot  Springs. 

Mr.  Hambidge:  Yes,  they  were  at  Hot  Springs;  they  were  on  the  Interim 
Commission  and  did  a  very  good  job  with  us-^of  course  not  without  some 
trouble.  However,  I  always  had  the  feeling  that  had  the  question  been  up  to 
the  members  from  Russia  they  would  have  joined,  but  it  was  a  matter  of  gov¬ 
ernment  policy  and  entirely  out  of  their  hands. 

Senator  Vaillancourt:  They  had  much  trouble  of  this  kind  in  1943. 

Mr.  Hambidge:  Yes.  Later  throughout  Eastern  Europe  all  the  Iron  Cur¬ 
tain  countries  withdrew,  and  we  now  have  no  Iron  Curtain  members. 

Senator  Robertson:  Mr.  Hambidge,  I  read  a  year  or  so  ago  that  because  of 
the  vital  need  for  proteins,  particularly  fish,  an  experiment  was  being  carried 
out  with  the  idea  of  growing  or  planting  fish,  temporarily  I  suppose  in  the  rice 
patches.  Did  that  ever  develop? 

Mr.  Hambidge:  That  is  much  more  than  an  experiment.  I  did  not  go  into 
it  here  because  there  were  so  many  things  I  felt  I  should  cover. 
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The  whole  business  of  inland  fish  culture,  as  distinct  from  sea  fishing,  is 
becoming  of  increasing  importance.  It  is  an  old  art  or  practice  in  parts  of  the 
Far  East,  and  one  will  even  find  that  this  “pond”  culture  of  fish  goes  back  in 
Indonesia  some  four  or  five  thousand  years.  They  developed  the  art  to  an 
extraordinary  degree. 

At  the  demand  of  governments  we  have  jumped  into  this  field  to  help 
develop  pond  fisheries  in  Thailand  and  also  here  as  well  as  in  Haiti,  San 
Domingo,  and  elsewhere,  pond  culture  is  only  a  small  part  of  it;  they  loose  the 
fish  into  whatever  streams  and  irrigation  ditches  there  are,  and  into  the  rice 
fields.  While  the  rice  fields  are  flooded  the  fish  help  fertilize  the  rice  plants,  and 
if  it  happens  to  be  a  fast  growing  variety  of  fish  with  a  high  rate  or  reproduc¬ 
tion,  the  people  can  harvest  quite  an  enormous  quantity  of  protein  food  when 
they  drain  the  rice  field. 

Senator  Robertson:  How  long  a  period  would  it  take? 

Mr.  Hambidge:  In  the  case  of  the  rice  fields,  I  don’t  know,  but  it  is  a 
matter  of  less  than  one  year.  In  the  case  of  the  ponds,  ditches  and  streams, 
of  course  it  is  a  year-round  operation.  In  Haiti,  for  instance,  they  stock  the 
rivers,  and  when  the  rice  fields  are  flooded  from  the  river  the  fish  automatic¬ 
ally  flood  out  over  the  field,  and  in  that  way  they  are  restocked. 

Dr.  Miller:  May  I  say,  Mr.  Chairman,  that  I  was  in  Bangkok,  Thailand, 
where  we  saw  them  harvest  as  much  as  3,000  pounds  of  Tilapia  per  hectare  out 
of  the  rice  fields,  over  a  period  of  three  and  a  half  months. 

Senator  Robertson:  I  take  it,  they  were  put  in  the  rice  fields  when  they 
were  very  small. 

Dr.  Miller:  Yes,  they  are  put  in  when  they  are  not  over  an  inch  long.  The 
story  of  the  Tilapia  is  a  romantic  one.  This  species  of  fish  is  able  to  grow  to 
adult  size  because  the  mother  fish  carries  the  young  ones  in  her  mouth  until 
they  are  able  to  take  care  of  themselves.  In  that  way  they  are  able  to  avoid 
the  enemies  which  normally  kill  the  young  fish. 

Senator  Baird:  And  if  they  get  frightened  they  dash  back  to  the  mother 

fish. 

Dr.  Miller:  Yes.  We  experimented  by  tapping  on  the  side  of  an  aquarium, 
and  the  young  fish  quickly  returned  to  the  mother’s  mouth. 

Senator  Lambert:  I  would  like  to  ask  a  question  or  two  of  Mr.  Hambidge 
and  perhaps  Dr.  Miller  could  also  contribute  some  light  on  this.  The  F.A.O. 
is  a  special  agency  of  the  United  Nations  Organization  and  it  depends  upon 
whatever  influence  it  can  bring  to  bear  upon  the  national  governments  for 
any  progress  that  is  made.  In  other  words,  it  is  dependent  upon  the  policies  of 
the  individual  governments  that  are  represented  through  the  F.A.O.  or  the 
individual  countries  that  are  represented  through  the  United  Nations  for 
any  progress  that  is  made  in  connection  with  the  objectives  for  food  production 
and  distribution.  In  that  connection  I  would  like  to  have  an  opinion  given  to 
this  meeting  giving  some  enlightenment  on  the  observation  of  the  note  that 
is  referred  to  on  page  10  of  this  brief: 

Dr.  W.  C.  Hopper,  your  Commercial  Counselor  in  Washington,  has 
served  very  ably  as  Vice-Chairman  of  the  Subcommittee  on  Surplus 
Disposal  which  for  some  time  has  been  plugging  away  at  some  of  the 
more  troublesome  problems  connected  with  surpluses. 

I  might  say  that  embodied  in  that  statement  is  a  very  real  problem  so  far 
as  Canada  is  concerned  in  relation  to  cereal  production.  I  do  not  want  to 
introduce  political  issues,  but  there  is  a  very  good  economic  platform,  the 
disposal  of  surpluses  with  which  to  feed  the  world,  but  how  far  can  the  F.A.O. 
go  in  being  instrumental  in  helping  to  straighten  out  and  solve  these  problems 
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of  making  the  road  easier  for  the  interchange  of  commodities  to  those  countries 
that  need  them? 

Mr.  Hambidge:  Well,  that  is  a  difficult  question  and,  of  course,  this  is  off 
the  record.  Bert  Hopper  took  that  particular  job  with  a  good  deal  of  reluctance. 
I  do  not  know  whether  you  know  him  or  not,  but  I  think  he  is  a  fine  fellow, 
I  am  very  fond  of  him.  He  did  not  want  to  become  vice  chairman  of  the 
committee,  but  they  all  wanted  him  because  they  knew  he  would  do  a 
good  job.  He  is  modest  and  capable.  The  Canadian  government,  I  believe, 
has  not  been  too  enthusiastic  about  the  committee,  because  they  did  not  see 
just  exactly  where  that  fitted  in  and  Bert  has  never  tried  to  take  an  aggressive 
course  in  the  work  of  the  committee.  He  has  just  done  a  good,  honest  job. 

That  particular  operation  that  you  put  your  finger  on  is  extremely  difficult. 
F.A.O.  has  been  trying  to  do  some  work  with  the  commodity  problem  for  a 
long  time.  We  started  out  with  Sir  John  Orr  with  a  very  big  scheme  under 
his  leadership  for  a  world  food  board  which  you  may  remember.  Then  some 
governments  refused  to  go  along  with  that.  It  was  projected  as  a  board  that 
would  have  a  good  deal  of  power  internationally  and  would  buy  and  sell 
stocks  and  hold  them  to  prevent  extreme  fluctuations  in  prices  that  were  bad 
for  producers  and  would  store  stocks  against  shortages  to  help  protect  con¬ 
sumers.  The  governments  did  not  accept  that.  Then,  proposals  were  made 
under  the  next  Director  General  for  an  international  committee  clearing 
house,  a  somewhat  similar  operation.  That  too  was  rejected  by  governments. 
Then  they  went  on  with  this  Commodity  Committee  in  Rome  which  has  been 
confined  to  keeping  the  commodity  situation  under  review  utilizing  the  F.A.O. 
staff  for  commodity  studies.  They  serve  mainly  as  sources  of  information 
for  policy  guidance. 

Well  then,  F.A.O.  had  a  famine  reserve  proposal  and  that  for  pretty 
sound  reasons  was  rejected,  not  because  governments  did  not  want  to  set 
up  a  famine  reserve,  but  because  they  may  feel  it  has  proven  to  be  practicable 
to  mobilize  reserves  in  countries  where  there  are  surplus  products  and  throw 
them  in  very  quickly  if  F.A.O.  decided  there  was  a  famine  condition.  Then  the 
organization  set  up  this  subcommittee  on  surplus  commodities  working  in 
Washington.  That  has  been  a  difficult  operation  and  the  committee  was  on 
dead  centre  for  some  time  but  they  have  begun  to  move  recently.  There  is 
a  desire  on  the  part  of  a  lot  of  countries  to  do  something  about  this,  but  you 
come  up  against  some  of  the  most  difficult  economic  problems,  well,  you 
know  what  they  are  as  well  as  I  do.  Many  countries  prefer  to  do  that  sort 
of  thing  bilaterally  and  not  through  an  international  organization.  That  is 
what  it  really  gets  down  to.  So  the  committee  has  been  going  along  and 
studying  a  lot  of  things,  they  have  come  to  grips  mainly  wTith  a  scheme  for 
disposal  of  surplus  of  dry  skimmed  milk. 

The  Committee  has  been  making  a  study  of  something  that  may  be  of  some 
interest  in  connection  with  grain  surpluses  to  see  what  possibilities  there  are 
of  utilizing  surplus  foods,  over  and  above  what  a  country  would  normally  take 
in  its  trade  operations  to  help  finance  development  projects  of  one  kind  or 
another.  That  was  a  proposal  that  was  made  back  in  the  days  of  the  International 
Committee  clearing  house.  The  United  States  surplus  proposal  program  contains 
clauses  for  use  of  surpluses  in  that  way.  The  Surplus  Commodity  Disposal  Com¬ 
mittee  is  making  some  studies  on  that,  and  we  will  have  a  report  very  soon 
which  I  shall  be  glad  to  send  to  your  committee,  and  I  think  it  can  be  of  direct 
interest  to  Canada.  I  do  not  want  to  say  that  the  Surplus  Commodity  Disposal 
Committee  is  going  to  do  any  very  big  job,  but  I  think  it  is  keeping  a  toe-hold 
in  the  commodity  problem.  I  feel  the  commodity  business  is  capable  of  an 
international  approach,  but  it  is  very  difficult  to  make  it,  because  governments 
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do  not  want  to  hand  over  their  powers  in  this  field.  However,  I  have  a  feeling 
that  gradually  in  the  long  run  they  will  do  it  more  and  more.  I  do  not  know 
whether  that  answers  your  question  or  not. 

Senator  Lambert:  I  think,  to  put  it  briefly,  a  much  clearer  perspective  and 
very  much  greater  measure  of  enthusiasm  was  associated  with  these  great  things 
of  the  F.A.O.  before  the  war  was  ended.  I  happened  to  be  in  Washington  at  the 
time  of  the  meeting,  the  great  international  meeting  of  agricultural  scientists 
who  made  a  report  and  then  did  something  they  had  never  done  before,  they 
concluded  with  a  resolution  recommending  that  certain  policies  be  adopted  by 
the  governments  of  the  respective  countries  in  relation  to  conservation  and 
cultivation  of  food.  At  that  time  great  emphasis  was  placed  upon  cereal  products, 
that  wheat  particularly  could  be  carried  for  years  and  used  as  an  emergency 
source  of  supply.  The  picture  that  was  drawn  over  ten  years  ago,  I  think  it  was 
in  1943,  of  a  dire  calamity  and  the  need  for  conservation  and  education  was 
something  that  shook  everyone  to  focusing  their  minds  upon  this  problem  with 
the  result  that  the  F.A.O.  came  into  existence  as  part  of  the  United  Nations. 

Mr.  Hambidge:  That  was  true  at  the  time. 

Senator  Lambert:  And  I  do  not  think  at  any  time  since  the  war  ended  has 
the  cereal  production  or  the  problem  of  cereal  production  and  distribution 
been  a  very  great  problem.  Now  then,  I  am  mentioning  that  because  to  contract 
the  outlook,  the  long  view  perspective  of  a  problem  with  the  actual  working 
out  of  that  problem,  the  details  of  policy  and  so  on  applied  to  this  case  as  they 
go  along  are  rather  confusing  and  sometimes  obstructing  the  easier  flow  from 
one  part  of  the  country  to  another  where  it  is  needed.  The  same  thing  can  apply 
to  the  I.T.O.,  the  International  Trade  Organization,  their  agreements  certainly 
would  have,  I  think,  a  very  very  important  bearing  on  the  work  of  the  F.A.O. 

Mr.  Hambidge:  They  certainly  would  have. 

Senator  Lambert:  But  the  idea  of  objectives  in  connection  with  the  I.T.O. 
and,  I  think,  to  a  certain  extent  of  the  F.A.O.  when  it  was  formed  have  really 
not  been  realized  by  a  long  way  and  the  political  and  economic  factors  that 
prevail  in  each  of  the  particular  countries  are  the  chief  obstacles  that  have  to 
be  removed  or  solved  before  you  can  get  very  far. 

Mr.  Hambidge:  That  is  all  right,  but  it  took  quite  a  long  while  to  develop  the 
United  States,  it  took  quite  a  long  while  to  develop  Canada,  and  I  just  do  not 
feel  too  discouraged.  I  think  progress  is  being  made  I  think  we  have  had  2,000 
or  3,000  years  of  doing  things  in  a  certain  way,  and  now  things  are  cracking 
faster  than  you  would  think  possible.  Things  are  changing,  they  are  bound  to 
change,  they  have  got  to  change  and  we  cannot  be  too  impatient  about  it.  You 
may  think  you  know  all  the  answers  in  a  country,  but  you  do  not,  because 
you  are  not  part  of  the  culture  of  that  country  any  more  than  the  United  States 
which  is  closely  associated  with  Canada  can  tell  you  how  to  run  your  affairs. 

Senator  Lambert:  I  would  like  to  conclude  my  observations  with  this, 
that  I  believe,  very  very  sincerely  and  very  definitely  in  the  cause  that 
is  being  served  by  the  F.A.O.  and  by  the  United  Nations  as  far  as  it  goes 
in  that  field.  What  I  am  emphasizing  is  a  very  great  need  for  work  at  home 
as  well  as  abroad,  and  really  getting  at  a  practical  acceleration  of  the 
objectives  which  the  F.A.O.  have. 

Mr.  Hambidge:  I  am  not  sure  we  have  all  the  wisdom  on  the  world, 
we  have  to  add  to  our  own  wisdom  as  we  go  along. 

Senator  Lambert:  I  think  one  goes  with  the  other  quite  a  lot. 

The  Chairman:  Any  other  questions?  Mr.  Turgeon,  you  take  quite  an 
interest  in  the  work,  have  you  any  questions? 

Senator  Turgeon:  In  view  of  what  Senator  Lambert  said,  I  would  like 
to  ask  this  question:  roughly,  am  I  right  in  assuming  that  any  person  who 
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reads  the  various  speeches  at  the  initial  conference  in  1943  when  the  F.A.O. 
was  set  up,  they  v/ould  naturally  believe  that  all  members  of  the  various 
countries,  and  I  mean  particularly  the  larger  producing  countries,  were 
prepared  to  go  out  on  a  much  freer  trade  relationship  than  previously.  Would 
that  be  the  feeling  that  anybody  leaving  the  initial  conference  would  come 
away  with? 

Mr.  Hambidge:  I  think  they  would,  yes,  I  think  that  was  part  of  the 
atmosphere. 

Senator  Turgeon:  I  mention  that  because  I  do  not  think  it  has  been 
carried  out  by  some  of  the  bigger  countries  at  the  present  time. 

Mr.  Hambidge:  That  is  true,  it  shows  that  conditions  do  change  in 
the  field  of  economics. 

Dr.  Miller:  Mr.  Chairman,  may  I  comment  on  that? 

The  Chairman:  Certainly. 

Dr.  Miller:  My  personal  observation,  I  have  been  in  about  45  countries 
in  the  last  seven  years  and  I  usually  meet  with  a  pretty  good  cross  section 
of  production  and  distribution  in  agriculture  and  a  certain  amount  of  men 
in  government  and  Senator  Lambert  put  his  finger  on  the  matter,  unfortunately 
the  matter  of  food  production  in  agricultural  areas  is  only  confined  to  that 
and  fishing  in  fishing  areas.  There  is  nothing  very  dramatic  about  it,  and  the 
political  and  economic  and  military  and  the  social  and  the  other  people 
who  are  the  leaders  as  a  rule  just  take  food  for  granted.  These  people  do  not 
pay  a  great  deal  of  attention  to  it,  it  is  not  a  second-class  vocation,  it  is  a 
vocation  they  do  not  pay  any  attention  to  until  they  all  get  hungry. 

I  was  introduced  as  a  member  of  the  faculty  at  Harvard  University,  that  is 
a  business  school,  and  I  think  one  of  the  biggest  problems  facing  us  is  a  matter 
of  getting  business  and  people  in  cities  realizing  the  fundamental  causes  of 
international  friction  and  problems  that  come  from  the  maladjustment  of 
food  production  and  the  maladjustment  of  food  distribution.  The  Senator 
from  Quebec  and  I  have  been  friends  for  a  long  time,  and  are  interested 
in  the  matter  of  distribution  and  I  think  that  is  one  thing  that  Canada  can 
offer  tremendous  help  in.  Frankly,  one  of  the  biggest  problems  concerning  the 
economic  stability  in  your  area,  and  that  is  what  you  are  interested  in,  is  the 
matter  of  the  maladjustment  of  agricultural  produce.  Now,  I  may  be  in 
Greece  the  week  after  next,  and  then  going  up  into  Yugoslavia  where  I  have 
not  been  before,  but  I  know  what  they  are  going  to  say  from  what  I  have 
seen  in  other  countries.  I  find  in  most  countries  that  the  powers  that  be  in 
government  and  in  business  do  not  give  very  much  consideration  to  the 
things  that  Mr.  Hambidge  has  put  in  this  report.  I  am  one  of  those  firm 
believers,  as  an  individual  I  am  a  sort  of  crusader,  I  had  nothing  to  do  with 
F.A.O.  in  the  days  you  talk  about,  not  until  1949  directly,  but  I  think  this 
attack  upon  the  fundamental  problems  of  food  production  and  distribution 
is,  if  not  the  only  one,  it  is  one  of  the  few  attempts  that  is  being  made  in  the 
world  to  do  away  with  the  causes  that  lead  to  international  friction  and 
trouble.  I  think  one  of  our  friends  over  at  St.  Francis,  Jimmie  Tompkins, 
made  a  statement  that  it  was  pretty  hard  to  make  a  Christian  out  of  a  person 
who  had  wrinkles  in  his  belly.  There  is  probably  a  lot  of  truth  in  that.  I  want 
to  emphasize  what  Senator  Lambert  has  said,  and  if  you  people  in  this 
NATO  area  can  begin  to  get  some  good  sound  footing  in  the  NATO  countries 
in  the  matter  of  not  only  production  but  distribution,  I  think  it  would  be 
a  good  thing. 

Senator  Lambert:  I  do  not  want  to  bring  the  meeting  to  a  close,  but  I 
would  like,  on  behalf  of  the  committee  as  a  whole,  to  express  our  very  great 
pleasure  and  privilege  in  having  Dr.  Miller  and  Mr.  Hambidge  here  and 
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discussing  this  problem  with  us.  I  think  it  is  over  35  years  ago  that  I  met 
Dr.  Miller  when  the  interests  in  agriculture  co-operation  were  pretty  dim 
between  the  Farm  Bureau  Movement  in  the  United  States  and  the  co-operative 
program  of  the  Western  grain  growers  in  Western  Canada  and  yesterday  when 
I  met  him  it  was  quite  clear  that  it  had  been  a  long  time  since  that  contact  had 
been  made.  I  think  he  has  been  more  consistent  than  I  in  following  that 
straight  path  towards  accomplishment  in  that  field,  and  I  am  sure  we  all  wish 
for  both  these  gentlemen  the  greatest  possible  success  in  the  cause  they 
represent. 

The  Chairman:  We  have  had  a  good  deal  of  information  given,  and  we 
have  been  given  a  great  deal  of  food  for  thought,  and  on  behalf  of  the 
Committee  I  would  like  to  thank  you  for  taking  time  to  come  and  visit  us. 
We  know  you  are  busy  men,  you  have  to  travel  a  great  deal,  but  you  took  the 
time  to  come  to  our  committee,  and  you  have  given  us  a  wealth  of  informa¬ 
tion. 

Mr.  Hambidge:  Thank  you,  we  certainly  appreciate  being  here. 

The  Committee  adjourned  to  the  call  of  the  Chair. 


■■ 


Second  Session— Twenty-fourth  Parliament 
1959 


C 


THE  SENATE  OF  CANADA 


Proceed 

STANDING  COMMITTEE 


CANADIAN  TRADE  RELATIONS 


On  the  proposed  resolution  to  approve  the  International  Wheat  Agreement 
opened  for  signature  at  Washington,  D.C.,  on  April  6,  1959. 


FRIDAY,  JULY  3rd,  1959 


The  Honourable  J.  G.  Turgeon,  Acting  Chairman 


WITNESSES 

Dr.  Claude  Hudson,  Chief  of  Grain  Division,  Department  of  Trade  and 
Commerce ;  Mr.  A.  A.  R.  Gherson,  Member  of  the  Grain  Division  Branch, 
Department  of  Trade  and  Commerce. 

REPORT  OF  THE  COMMITTEE 


THE  QUEEN’S  PRINTER  AND  CONTROLLER  OF  STATIONERY 
OTTAWA,  1959 


21569-9—1 


THE  STANDING  COMMITTEE  ON  CANADIAN  TRADE  RELATIONS 


The  Honourable  A.  N.  McLean,  Chairman 
The  Honourable  Senators 


Aseltine 

Kinley 

Baird 

Lambert 

Bishop 

Leonard 

Blais 

MacDonald 

Brunt 

*Macdonald 

Burchill 

McKeen 

Campbell 

McLean 

Crerar 

Methot 

Davies 

Molson 

Dessureault 

Paterson 

Emerson 

Petten 

Euler 

Pouliot 

Fergusson 

Pratt 

Fraser 

Robertson 

Gouin 

Smith  ( Kamloops ) 

Haig 

Turgeon 

Higgins 
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ORDER  OF  REFERENCE 


Extract  from  the  Minutes  of  Proceedings  of  the  Senate,  July  1st,  1959. 

The  Honourable  Senator  Aseltine  moved,  seconded  by  the  Honourable 
Senator  Brunt: 

That  it  is  expedient  that  the  Houses  of  Parliament  do  approve  the  Inter¬ 
national  Wheat  Agrement  opened  for  signature  at  Washington,  D.C.,  on  April  6, 
1959,  and  that  this  House  do  approve  the  same. 

After  debate, 

By  unanimous  consent ,  it  was — 

Ordered,  That  the  proposed  resolution  be  referred  to  the  Standing  Com¬ 
mittee  on  Canadian  Trade  Relations  for  consideration  and  report. 

J.  F.  MacNEILL, 

Clerk  of  the  Senate. 


21569-9— li 


3 


MINUTES  OF  PROCEEDINGS 


Friday,  July  3rd,  1959. 

Pursuant  to  adjournment  and  notice  the  Standing  Committee  on  Canadian 
Trade  Relations  met  this  day  at  10.30  a.m. 

Present:  The  Honourable  Senators:- — Aseltine,  Burchill,  Crerar,  Fergus- 
son,  Haig,  Lambert,  MacDonald,  Macdonald,  Pouliot,  Smith  (Kamloops), 
Turgeon. — 11. 

In  the  absence  of  the  Chairman,  the  Honourable  Senator  Turgeon  was 
elected  as  acting  chairman. 

In  attendance:  The  official  reporters  of  the  Senate. 

Pursuant  to  the  order  of  reference  of  July  1st,  1959,  the  Committee 
proceeded  to  the  consideration  of  the  proposed  resolution  to  approve  the 
International  Wheat  Agreement  opened  for  signature  at  Washington,  D.C., 
on  April  6,  1959. 

Heard  in  explanation  of  the  said  proposed  resolution  were:  Dr.  Claude 
Hudson,  Chief  of  Grain  Division,  Department  of  Trade  and  Commerce  and 
Mr.  A.  R.  A.  Gherson,  Member  of  Grain  Division,  Department  of  Trade  and 
Commerce. 

On  MOTION  of  the  Honourable  Senator  Macdonald,  it  was  RESOLVED 
to  report  recommending  that  authority  be  granted  for  the  printing  of  800 
copies  in  English  and  200  copies  in  French  of  the  proceedings  on  the  said 
proposed  resolution. 

On  MOTION  of  the  Honourable  Senator  Lambert,  it  was  RESOLVED 
to  report  recommending  the  said  proposed  resolution  to  the  favourable  con¬ 
sideration  of  the  Senate. 

At  12.15  p.m.  the  Committee  adjourned  to  the  call  of  the  Chairman. 

ATTEST. 

Gerard  Lemire, 

Clerk  of  the  Committee. 


Friday,  July  3rd,  1959. 

The  Standing  Committee  on  Canadian  Trade  Relations  to  whom  was 
referred  the  proposed  resolution  for  approval  of  the  International  Wheat 
Agreement  opened  for  signature  at  Washington,  D.C.,  on  April  6,  1959,  have  in 
obedience  to  the  order  of  reference  of  July  1st,  1959,  considered  the  said 
proposed  resolution  and  now  report  recommending  it  to  the  favourable  con¬ 
sideration  of  the  Senate. 

All  which  is  respectfully  submitted. 

J.  G.  TURGEON, 

Acting  Chairman. 
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STANDING  COMMITTEE  ON  CANADIAN  TRADE  RELATIONS 

EVIDENCE 

Ottawa,  Friday,  July  3,  1959 

The  Standing  Committee  on  Canadian  Trade  Relations  met  this  day  at 
10.30  a.m.  to  consider  the  International  Wheat  Agreement,  1959. 

Senator  Gray  Turgeon  (Chairman):  I  wish  to  express  appreciation  of 
your  kindness  in  choosing  me  to  act  as  Chairman  of  today’s  meeting  of  this 
Senate  Committee  on  Canadian  Trade  Relations.  I  also  wish  to  give  you 
a  message  from  the  Chairman,  Senator  Neil  McLean.  He  asked  me  to  tell 
the  Committee  that  he  regretted  it  would  be  impossible  for  him  to  preside  over 
today’s  meeting.  His  absence  is  caused  by  a  serious  illness  in  his  family  and 
he  was  forced  to  leave  for  home  yesterday  afternoon. 

Senator  Macdonald:  Mr.  Chairman,  I  move  that  authority  be  granted  to 
print  800  copies  in  English  and  200  copies  in  French  of  our  proceedings  on 
the  International  Wheat  Agreement,  1959. 

Senator  Ross  Macdonald  noticed  that  the  reporters  were  not  present  and 
he  moved  that  they  be  called  to  take  dowm  the  evidence.  Senator  Aseltine 
seconded  this  motion.  Senator  Haig,  objected.  The  Acting  Chairman,  Senator 
Turgeon,  state  that  in  his  opinion  it  would  be  proper  to  have  the  reporters 
present.  Senator  Macdonald  remarked  that  the  report  of  the  full  discussion 
of  this  Committee  would  give  an  opportunity,  to  Senators  who  were  not  mem¬ 
bers  of  the  Committee,  to  learn  the  whole  story  surrounding  the  International 
Wheat  Agreement.  Senator  Macdonald’s  motion  carried. 

Senator  Haig:  I  want  my  objection  to  this  motion  recorded. 

Senator  Higgins:  I  join  Senator  Haig  in  his  objection. 

Motion  agreed  to. 

The  Acting  Chairman:  Honourable  senators,  we  have  with  us  this  morning 
Dr.  Claude  Hudson,  Chief  of  Grain  Division,  Department  of  Trade  and  Com¬ 
merce,  and  Mr.  A.  R.  A.  Gherson,  Member  of  the  Grain  Division  of  the  Depart¬ 
ment  of  Trade  and  Commerce.  I  will  ask  Dr.  Hudson  to  make  a  statement 
to  us  now. 

Senator  Aseltine:  Mr.  Chairman,  I  think  we  should  follow  the  usual 
practice.  We  should  have  the  representatives  from  the  department  give  us 
a  general  outline  of  the  treaty. 

The  Acting  Chairman:  Yes.  They  are  familiar  with  the  treaty  and  if 
they  would  give  us  an  outline  of  it  we  could  have  a  question  and  answer 
period  afterwards. 

Dr.  Claude  Hudson,  Chief  of  Grain  Division,  Department  of  Trade  and  Com¬ 
merce:  Mr.  Chairman  and  honourable  senators,  I  will  very  briefly  review 
some  of  the  principal  points  in  the  new  agreement  and  then  refer  to  the  old 
agreement  and  the  reasons  why  some  of  these  changes  were  considered 
desirable.  The  objectives  of  the  new  agreement  remain  virtually  the  same 
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as  in  the  old  agreement,  namely,  the  assurance  of  supplies  to  importing  coun¬ 
tries  and  of  markets  to  exporting  countries  at  equitable  and  stable  prices.  In 
addition  to  this  principal  objective  there  is  also  the  general  objective  of  pro¬ 
viding  a  forum  for  discussion  of  the  problems  incidental  to  international  trade 
in  wheat,  and  particularly  the  question  of  overcoming  hardships  caused  by 
overproduction  to  producers  and  exporters  and  of  scarcity  to  consumers  or 
importing  countries. 

Even  though  at  the  present  time  we  have  burdensome  surpluses  which  are 
embarrassing  exporting  countries,  in  the  early  period  of  the  International 
Wheat  Agreement  we  had  the  reverse  situation  and  at  that  time  the  Interna¬ 
tional  Wheat  Agreement  was  of  particular  interest  to  the  importing  countries. 

In  so  far  as  the  actual  agreement  itself  is  concerned  it  attempts  to  set  up 
a  balance  in  terms  of  the  rights  and  obligations  of  importers  and  exporters 
under  article  4  on  page  5  of  the  agreement.  As  article  4  provides,  each  im¬ 
porting  country  undertakes  that  not  less  than  a  specified  percentage  of  the 
import  requirements  of  that  country — that  is  the  commercial  import  require¬ 
ments  of  that  country — should  be  purchased  from  the  exporting  countries 
which  are  signatory  to  the  agreement.  On  the  other  hand,  the  exporting 
countries  undertake  to  provide  the  requirements  of  the  importing  countries 
during  a  period  when  the  prices  are  below  the  maximum,  and  also  to  give 
them  the  security  of  assured  supplies  during  a  period  of  scarcity  when  prices 
reach  the  maximum.  When  the  prices  do  reach  the  maximum  of  the  range, 
then  the  exporting  countries  undertake  to  supply  to  the  importing  countries 
with  quantities  of  wheat  which  are  equivalent  to  the  commercial  imports  of 
those  importing  countries  from  the  exporters  during  a  base  period.  This 
base  period  is  taken  as,  say,  the  previous  four  years.  In  this  way  the  im¬ 
porters  are  assured  of  supplies  at  not  greater  than  the  maximum  price.  The 
obligations  of  the  importers  to  buy  extend  throught  the  range  at  any  point 
below  the  maximum  price  of  the  range.  Under  the  new  agreement  the 
maximum  price  is  $1.90.  At  any  time  when  the  price  goes  to  a  point  below 
$1.90  per  bushel  on  the  basis  of  No.  1  Northern — wheat  at  Fort  William- 
Port  Arthur — the  importing  countries  agree  to  purchase  this  prescribed  per¬ 
centage. 

Senator  Higgins:  Who  are  the  exporters? 

Dr.  Hudson:  The  exporting  countries  are  Argentina,  Australia,  Canada, 
United  States — they  are  the  big  four — France,  Sweden,  Spain,  Mexico  and 
Italy.  Mexico,  Spain  and  Italy  are  new  members  of  the  agreement. 

Senator  Higgins:  You  mean  that  in  Italy  they  grow  wheat  now? 

Dr.  Hudson:  Yes.  They  have  been  growing  wheat  always,  of  course;  but 
they  have  increased  their  production  particularly  of  soft  wheats  to  the  point 
where  they  are  now  exporting,  and  they  have  joined  the  agreement  as  an 
exporter — and  also  Spain  and  Mexico. 

Senator  Higgins:  The  importers  are  those  who  do  not  grow  wheat  at  all? 

Dr.  Hudson:  Oh,  no.  Most  of  them  grow  wheat  but  not  sufficient  to  meet 
their  requirements. 

Senator  Burchill:  Are  there  any  exporters  that  are  also  importers? 

Dr.  Hudson:  Yes;  this  is  true  particularly  of  let  us  say  France,  which 
imports  at  times.  Italy  could  be  deficient  on  Durum  wheats  or  hard  wheats 
but  have  a  surplus  of  soft  wheats,  and  it  is  quite  common  that  they  import 
hard  wheats  and  export  soft  wheats. 

Senator  Pouliot:  Mr.  Chairman,  could  the  witness  tell  us  who  signed  the 
agreement  on  behalf  of  Canada? 

Dr.  Hudson:  Mr.  Chairman,  the  agreement  was  signed  by  the  Canadian 
Ambassador  to  the  United  States  on  behalf  of  the  Canadian  Government. 
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Senator  Pouliot:  Who  was  he  at  the  time? 

Dr.  Hudson:  Mr.  Heeney. 

Senator  Pouliot:  When  was  it  signed? 

Senator  Aseltine:  I  gave  that  information  in  the  house. 

Dr.  Hudson:  April  22. 

Senator  Pouliot:  Of  this  year? 

Dr.  Hudson:  Yes. 

The  Acting  Chairman:  May  I  suggest  that  Dr.  Hudson  proceed  for  a 
little  while,  and  then  he  will  be  in  a  better  position  to  answer  questions  when 
he  has  finished  his  statement. 

Senator  Pouliot:  Mr.  Chairman,  I  was  just  following  the  line  of  questions, 
and  I  am  sorry  to  have  interrupted. 

The  Acting  Chairman:  It  is  all  right;  you  did  not  commence  the  question¬ 
ing;  but  I  would  think  that  after  the  witness  has  finished  his  statement  he 
would  be  in  a  better  position  to  answer  questions  more  fully  and  quickly. 

Senator  Macdonald:  Now  that  the  witness  has  put  on  the  record  the 
name  of  the  exporting  countries,  would  it  not  be  valuable  if  the  names  of  the 
importing  countries  were  added  at  the  same  time? 

The  Acting  Chairman:  I  had  that  in  mind,  that  they  could  be  put 
together. 

Senator  Macdonald:  They  appear  on  pages  493r  and  493s  of  the  Minutes 
of  the  Proceedings  of  the  Senate  for  June  23. 

Senator  Aseltine:  They  appear  in  the  annex  to  the  agreement. 

Senator  Macdonald:  Yes. 

Dr.  Hudson:  Mr.  Chairman,  would  you  like  me  to  read  the  names  into 
the  record? 

The  Acting  Chairman:  Yes,  I  think  so,  if  the  members  of  the  committee 
would  like  to  have  them.  If  not,  they  could  be  put  on  the  record  without 
reading  them. 

Senator  Pouliot:  Mr.  Chairman,  I  am  sorry  to  interrupt  the  witness, 
but  I  would  like  to  know  who  establishes  the  quotas  and  if  the  Canadian 
Ambassador  to  the  United  States— 

Senator  Aseltine:  There  is  no  quota  under  this  agreement. 

Senator  Pouliot:  Thank  you. 

The  Acting  Chairman:  Senator  Aseltine,  what  do  you  think,  that  we 
should  have  the  names  read? 

Senator  Aseltine:  I  think  the  witness  might  give  the  names  now.  We 
have  the  exporting  countries,  and  I  think  we  should  have  the  importing 
countries  now. 

Dr.  Hudson:  Mr.  Chairman,  would  it  be  of  interest  when  reading  these 
names  also  to  indicate  the  percentages  which  each  country  has  agreed  to? 

The  Acting  Chairman:  Yes. 

Dr.  Hudson:  Mr.  Chairman,  and  honourable  senators,  I  now  give  the 
present  signatories  to  the  International  Wheat  Agreement,  1959.  I  might  say 
that  as  in  the  case  of  Canada  all  of  these  signatories  were  on  the  basis  that 
they  would  be  ratified  by  their  own  governments,  and  this  ratification  has 
to  be  by  the  middle  of  July  of  this  year.  If  I  might  just  read  the  names  of 
the  countries  that  have  signed  the  agreement  at  the  present  time,  I  would 
also  indicate  the  percentage  of  their  commercial  import  requirements  which 
they  have  agreed  to  take  from  exporting  countries.  Now,  I  would  emphasize 
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that  these  percentages  are  minimum,  and  that  they  agreed  to  take  at  least  this 
percentage  of  their  import  requirements  from  exporting  countries  under  the 
agreement: 

Per  cent 


Austria  .  45 

Belgium  and  Luxembourg  .  80 

Brazil .  50 

Cuba  .  90 

Denmark  .  60 

Dominican  Republic  . 90 

Federal  Republic  of  Germany  .  70 

Greece  .  50 

Haiti .  90 

India .  70 

Indonesia .  70 

Ireland .  90 

Israel  .  60 

Japan  .  50 

Korea .  90 

Netherlands  .  75 

New  Zealand  .  90 

Norway  .  60 

Peru  . 70 

Philippines  .  70 

Portugal  . 85 

Switzerland  . 80 

Union  of  South  Africa  .  90 

United  Arab  Republic  .  30 

United  Kingdom  .  80 

Vatican  City  .  100 


Mr.  Chairman,  I  have  omitted  from  the  list  of  countries  which  appear 
in  the  annex,  Ceylon,  the  Federation  of  Rhodesia  and  Nyasaland,  Saudi  Arabia, 
and  Venezuela.  These  countries  have  not  yet  signed  the  agreement  up  to  the 
last  date  on  which  the  agreement  was  open  for  signature.  These  countries 
may  still  accede  to  the  agreement,  they  may  indicate  up  till  the  middle  of 
July  their  intention  to  accede,  and  they  may  do  so  at  any  time  up  to  December  1 
of  this  year. 

Senator  Macdonald:  Would  the  witness  estimate  in  bushels  what  this 
percentage  might  be? 

In  connection  with  the  question  put  by  the  honourable  senator,  if  I  might 
just  put  this  on  a  global  overall  basis,  the  percentages  which  are  listed  here 
on  the  basis  of  the  normal  requirements  of  these  countries  would  amount  to 
about  420  million  bushels.  This  is  an  estimate. 

Senator  Stambaugh:  Is  that  an  average  over  a  period  of  years? 

Dr.  Hudson:  This  is  based  on  their  imports  of,  say,  the  last  four  years. 

Senator  Macdonald:  At  the  present  time  it  would  be  interesting  to  know 
what  80  per  cent  of  the  United  Kingdom  requirements  would  amount  to. 

Senator  Aseltine:  I  understand  they  import  about  130  million  bushels,  do 
they  not,  or  that  their  requirements  are  130  million  bushels? 

Dr.  Hudson:  Yes.  The  80  per  cent  would  amount  to  about  130  million 
bushels. 

Senator  Lambert:  The  total  import  requirements  of  the  United  Kingdom 
run  to  over  200  million  a  year,  do  they  not? 
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Dr.  Hudson:  About  160  million  bushels  is  their  normal  imports. 

Senator  Lambert:  That  is  from  all  countries? 

Dr.  Hudson:  Yes. 

Senator  Lambert:  Was  it  not  greater  than  that?  There  is  a  population  in 
England  now  of  between  45  million  and  50  million  people,  nearer  50  million 
than  45  million,  and  on  the  basis  of  a  barrel  of  flour  a  head,  which  is  the 
amount  that  we  use,  or  about  4.5  bushels  a  head,  I  figure  there  would  be  over 
200  million  bushels. 

Dr.  Hudson:  That  is  the  consumption.  They  of  course  do  grow  quite  a 
bit  themselves. 

Senator  Lambert:  But  not  a  great  deal.  However,  what  I  was  trying  to 
get  at  by  asking  that  question  was  the  larger  picture  of  world  production  of 
wheat  which  I  think  in  rough  terms  is  certainly  over  one  billion  bushels,  which 
is  divided  between  importing  and  exporting  countries.  Take  a  country  like 
China,  which  is  supposed  to  be  producing  now  between  500  million  and  600 
million  bushels,  and  Russia,  and  the  rest  of  them,  it  gives  a  different  picture 
of  these  percentages  altogether  if  they  are  figured  against  the  background  of 
world  production. 

The  Acting  Chairman:  Is  the  answer  to  your  question  satisfactory,  Sena¬ 
tor  Lambert? 

Senator  Lambert:  Yes,  Mr.  Chairman. 

Dr.  Hudson:  I  can  give  some  statistics  on  that  if  you  would  like. 

Senator  Lambert:  I  think  it  would  be  interesting  to  have  the  picture  of 
the  total  world  situation  in  wheat. 

Dr.  Hudson:  On  the  basis  of  the  best  information  available  for  the  period 
1952  to  1957,  it  is  estimated  that  the  total  world  production,  that  is  on  a  global 
basis,  was  about  211  million  metric  tons. 

Senator  Lambert:  Would  that  be  long  tons  or  short  tons? 

Dr.  Hudson:  Metric  tons,  yes. 

Senator  Lambert:  That  is,  2,240  pounds  to  the  ton? 

Dr.  Hudson:  36.7  bushels  to  the  metric  ton. 

Senator  Macdonald:  What  would  be  the  total  of  211  metric  tons,  in 
bushels? 

Dr.  Hudson:  It  would  be  about  eight  billion  bushels,  roughly. 

Senator  Lambert:  Is  that  the  production  of  all  the  producing  countries? 

Dr.  Hudson:  This  is  all  countries.  I  may  say  just  from  the  standpoint  of 
a  comparison,  according  to  figures  published  by  the  United  States  Depart¬ 
ment  of  Agriculture,  the  world  production  of  wheat  during  the  last  three  years 
was  about  eight  billion  bushels  as  compared  with  about  6.9  billion  for  the 
period  1950  to  1954  and  5.8  billion  for  the  period  1945  to  1949. 

Senator  Lambert:  Do  you  happen  to  know  what  it  was  at  the  beginning 
of  the  war,  1939  to  1940? 

Dr.  Hudson:  We  will  try  to  get  that  figure  later,  Senator  Lambert. 

Senator  Lambert:  I  just  wanted  to  lead  up  to  this  point.  These  figures 
of  world  production  rather  go  to  support  the  position  that  was  taken  at  the 
beginning  of  the  war,  in  the  early  1940’s  through  the  influence  of  Doctor 
Boyd-Orr  and  all  those  who  were  associated  with  him  in  picturing  the  most 
abject  devastation  of  the  world  through  hunger  and  shortage  of  food  supply, 
and  Washington  was  full  of  representatives  of  food  organizations  from  Great 
Britain  and  elsewhere  promoting  as  far  as  they  possibly  could  the  idea  that 
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wheat  should  be  stored  and  kept  because  it  was  imperishable,  it  would  last 
a  long  time  and  would  be  ready  to  meet  the  hunger  demands  of  the  world 
sooner  or  later,  before  the  war  and  after  the  war  was  over.  Now  then,  we 
are  all  acquainted  with  Doctor  Boyd-Orr’s  very  interesting  and  very  eloquent 
appeal  made  here  and  elsewhere,  and  it  would  look  now  as  if  the  picture 
has  changed  considerably  in  relation  to  world  supplies  of  the  very  things 
that  they  were  being  asked  to  produce  and  store  for  future  use.  For  that 
reason  I  just  wanted  to  know  approximately  what  the  world  supply  was  now 
and  if  possible  what  the  division  of  it  might  be  between  importing  and 
exporting  countries.  We  have  in  this  country  now  considerably  over  one  bil¬ 
lion  bushels  of  wheat  alone  in  storage  for  our  own  purposes,  and  export 
purposes  too. 

If  you  take  those  countries  that  are  producing  wheat,  Argentina,  Australia, 
Russia,  the  Danubian  countries,  I  was  just  wondering  if  the  world’s  population 
is  in  danger  of  starvation  now  as  it  seemed  to  be  when  these  people  were 
promoting  the  cause  of  humanity  in  the  early  days  of  the  war.  What  I  am 
getting  at  is  that  this  International  Wheat  Agreement  I  think,  as  I  said 
in  the  house,  myself,  is  the  only  way  in  which  suppliers  of  wheat  can  attempt 
to  rationalize  the  problem  of  supplies  and  demand  at  the  present  time. 

It  would  be  interesting  to  know  in  exact  terms  what  the  purpose  was 
in  relation  to  the  joint  requirements  of  importing  countries  and  the  available 
supply  from  exporting  countries.  There  is  nothing  in  this  agreement  to  indicate 
what  the  exporting  countries  have  to  offer  or  what  their  quotas  might  be 
to  meet  the  percentages  that  are  cited  here  in  connection  with  the  importing 
countries. 

Dr.  Hudson:  Mr.  Chairman,  I  think  in  terms  of  the  situation  at  the  present 
time,  in  total  wheat  production  as  compared  with  let  us  say  the  pre-war 
or  early  post-war  period,  there  is  very  little  change  in  the  per  capita  produc¬ 
tion,  because  the  population  has  been  growing  very  rapidly  in  certain  densely 
populated  countries.  However,  what  has  emerged  is  an  imbalance  in  terms 
of  effective  demand  versus  supply,  which  results  in  part  from  the  fact  that 
we  have  had  the  very  large  increase  in  production  in  certain  areas  of  the 
world,  particularly  in  North  America  where  we  have  a  surplus,  and  a  deficit 
situation  in  Asia.  So,  on  balance  it  would  look  as  if  there  were  adequate 
supplies,  but  the  problem  of  course  is  marrying  up  the  surplus  in  one  place 
with  the  deficit  of  another. 

Senator  Lambert:  A  problem  of  distribution. 

Dr.  Hudson:  Yes,  and  purchasing  power. 

The  Acting  Chairman:  I  rise  to  make  a  suggestion,  largely  in  view  of 
the  statement  made  by  Senator  Lambert  and  for  other  reasons.  I  was  won¬ 
dering  whether,  now  that  we  have  the  names  of  the  various  countries  involved 
on  both  sides,  Dr.  Hudson  might  wish  to  put  on  the  record  the  statement  of 
the  objectives  of  the  agreement  as  contained  in  Article  1. 

Dr.  Hudson:  Mr.  Chairman,  the  objectives  of  the  agreement  as  listed 
under  Article  1  are  as  follows: 

(a)  to  assure  supplies  of  wheat  and  wheat-flour  to  importing  countries 
and  markets  for  wheat  and  wheat-flour  to  exporting  countries  at 
equitable  and  stable  prices; 

(b)  to  promote  the  expansion  of  the  international  trade  in  wheat  and 
wheat-flour  and  to  secure  the  freest  possible  flow  of  this  trade  in  the 
interests  of  both  exporting  and  importing  countries; 

(c)  to  overcome  the  serious  hardship  caused  to  producers  and  consumers 
by  burdensome  surpluses  and  critical  shortages  of  wheat; 
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(d)  to  encourage  the  use  and  consumption  of  wheat  and  wheat-flour 
generally,  and  in  particular,  so  as  to  improve  health  and  nutrition, 
in  countries  where  the  possibility  of  increased  consumption  exists; 
and 

(e)  in  general  to  further  international  co-operation  in  connexion  with 
world  wheat  problems,  recognizing  the  relationship  of  the  trade  in 
wheat  to  the  economic  stability  of  markets  for  other  agricultural 
products. 

The  Acting  Chairman:  Do  you  wish  to  make  a  general  statement  in  that 
respect,  or  would  you  prefer  to  answer  questions? 

Dr.  Hudson:  I  think,  Mr.  Chairman,  with  the  agreement  before  us,  it 
might  be  better  if  the  honourable  senators  would  direct  questions. 

Senator  Burchill:  I  have  a  question  to  ask,  Mr.  Chairman.  According 
to  the  figures  given  Senator  Lambert,  did  I  understand  the  witness  to  say  the 
total  production  of  wheat  was  about  8  billion  bushels? 

Senator  Macdonald:  That  was  the  average  from  1952  to  1957. 

Senator  Burchill:  Those  are  the  latest  figures  you  have? 

Dr.  Hudson:  That  is  approximate,  sir. 

Senator  Burchill:  The  percentages  that  you  gave  us,  covered  by  this 
agreement,  amounted  to  around  420  million  bushels.  Is  that  about  correct? 

Dr.  Hudson:  Yes. 

Senator  Burchill:  That  is  the  quantity  that  this  agreement  covers? 

Dr.  Hudson:  Yes. 

Senator  Burchill:  Which  is  what,  about  20  per  cent  of  the  world  wheat 
production,  that  we  are  dealing  with? 

Senator  Macdonald:  Less  than  that. 

Dr.  Hudson:  Mr.  Chairman,  Senator  Lambert  raised  the  question  earlier 
as  to  how  the  exports  compared  with  total  production.  The  exports  of  wheat 
for  1957-58  are  estimated,  according  to  the  United  States  statistics,  at  about 
32  million  metric  tons. 

Senator  Macdonald:  Are  you  going  to  relate  that  to  bushels? 

Senator  Lambert:  36.7  bushels  to  the  ton. 

Senator  Burchill:  Mr.  Chairman,  while  Dr.  Hudson  is  looking  up  that 
information,  may  I  correct  the  figure  of  20  per  cent  I  mentioned  a  moment 
ago.  It  should  be  l-20th  or  5  per  cent. 

Dr.  Hudson:  The  total  exports,  Mr.  Chairman,  in  bushels  would  be  about 
1,175  million  bushels. 

Senator  Lambert:  That  is  the  translation  of  metric  tons  into  bushels. 

Dr.  Hudson:  Yes.  That  would  compare  with  about  8  billion  bushels  of 
total  world  production. 

In  this  connection  it  might  be  of  interest  also,  Mr.  Chairman,  to  note  that 
out  of  the  total  world  estimate  of  211  million  metric  tons  for  the  period  1952- 
57,  the  United  States  and  Canada  together  accounted  for  about  43  million, 
Russia  52.5  million,  mainland  China,  including  North  Korea  and  North  Vietnam, 
about  22  million,  and  the  Indian  subcontinent,  including  India  and  Pakistan, 
about  11  million. 

Now,  I  might  also  mention  that  Western  Europe  is  35  million.  This  gives, 
Mr.  Chairman,  some  picture  of  the  relative  importance  of  the  production  in 
many  of  these  countries  which  we  think  of  as  importing  countries,  and  we 
do  not  realize  the  great  volume  of  production  that  they  have. 

Senator  Lambert:  Did  you  say  Europe  was  55  million? 


14 


STANDING  COMMITTEE 


Dr.  Hudson:  35  million. 

Senator  Crerar:  What  are  those  estimates  based  on? 

Senator  Lambert:  Statistical  information. 

Dr.  Hudson:  They  are  partly  from  United  States  statistics,  and  also  from 
statistics  gathered  by  the  FAO  and  also  the  International  Wheat  Council. 

Senator  Macdonald:  It  might  help  if  we  knew  which  countries  were  the 
large  importing  countries.  You  told  me  that  80  per  cent  of  the  United  King¬ 
dom’s  requirements  would  amount  to  700  million,  but  I  think  it  would  be 
more  correct  to  say  128  million. 

Dr.  Hudson:  130  million,  sir. 

Senator  Macdonald:  Yes,  that  is  130  million  which  would  leave  290 
million  to  be  imported  by  the  other  countries  who  are  parties  to  the  agreement. 
Which  countries  are  the  large  importers? 

Dr.  Hudson:  The  United  Kingdom,  sir,  is  the  largest. 

Senator  Macdonald:  Yes,  it  is  the  largest,  certainly. 

Senator  Crerar:  The  United  Kingdom’s  production  has  risen  quite  sharply 
since  the  end  of  the  war. 

Dr.  Hudson:  The  United  Kingdom,  Mr.  Chairman,  would  be  followed  by 
West  Germany.  I  do  not  know  if  the  members  of  the  committee  would  be 
interested  in  quantities  or  just  in  the — 

The  Acting  Chairman:  Gentlemen,  do  you  want  quantities  or  just  the 
relative  positions? 

Senator  Macdonald:  I  would  like  to  know  the  quantities. 

Dr.  Hudson:  From  the  statistics  I  have  in  front  of  me,  Mr.  Chairman — 
again,  this  is  in  terms  of  metric  tons-— the  United  Kingdom  was  5.1  million 
metric  tons.  Germany  was  2.6  million. 

Senator  Macdonald:  And  you  multiply  that  by — 

Dr.  Hudson:  36.7. 

Senator  Macdonald:  So  it  would  be  about  75  million. 

Senator  Crerar:  What  year  is  that? 

Dr.  Hudson:  This  is  1957-58,  sir. 

Senator  Lambert:  That  is  about  right. 

Dr.  Hudson:  India  would  be  third  at  3  million,  but  in  this  particular  case 
we  have  to  note  that  most  of  its  imports  were  on  a  special  transaction  basis 
rather  than  a  commercial  basis. 

Senator  Stambaugh:  It  would  not  come  under  the  wheat  agreement? 

Dr.  Hudson:  No.  So  Japan  would  be  next  on  the  commercial  basis  at  2.4 
million,  the  Netherlands  at  1.0  million,  and  Belgium  and  Luxemburg  would  be 
.4  million  tons. 

Senator  Macdonald:  I  do  not  want  the  rest  of  it. 

Dr.  Hudson:  Those  were  the  largest,  sir. 

Senator  Macdonald:  So  the  largest  in  order  would  be  the  United  Kingdom, 
Japan — 

The  Acting  Chairman:  No,  Germany  came  next. 

Senator  Macdonald:  The  United  Kingdom  and  Germany  and  then  Japan? 

Dr.  Hudson:  Yes. 

Senator  Lambert:  The  point  of  this,  Mr.  Chairman,  is  that  the  figure  the 
witness  gave  us  earlier  of  420  million  is  the  amount  of  the  requirements  from 
the  exporting  countries  under  this  agreement. 
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Dr.  Hudson:  I  think  on  this  point,  Mr.  Chairman,  I  should  clear  this  up. 
420  million  would  be  the  translation  of  these  minimum  percentages  in  terms 
of  bushels,  but  we  must  remember,  of  course,  that  the  actual  imports  of  these 
countries  from  the  countries  which  are  exporters  under  the  wheat  agreement 
will  be  much  larger  than  this. 

Senator  Lambert:  You  can  take  it  another  way,  and  say  that  the  countries 
which  have  exportable  surpluses  might  regard  420  million  as  the  minimum 
figure — 

Dr.  Hudson:  That  is  right,  sir. 

Senator  Lambert:  — which  would  be  required  by  the  importing  countries? 

Dr.  Hudson:  Yes,  sir. 

Senator  Lambert:  Now,  that  is  a  very  important  figure  in  relation  to  the 
questions  Senator  Macdonald  has  been  asking,  and  it  might  be  more,  as  you 
say,  and  if  it  is  then  it  would  be  all  to  the  good  because  there  is  always  much 
more  exportable  surplus  than  420  million. 

Dr.  Hudson:  This  quantity  is  not  a  guaranteed  quantity  in  the  same 
sense  as  under  the  present  agreement.  For  example,  let  us  take  the  case  of 
South  Africa.  If  it  produces  enough  for  its  own  requirements,  as  it  did  up  to 
one  or  two  years  ago,  then  it  is  not  obliged  to  import  anything,  but  should  it 
have  to  import  then  it  agrees  to  take  this  percentage  of  its  import  requirements 
from  these  exporters.  Now,  the  420  million  that  we  mentioned  is  based  on 
the  average  of  the  last  four  years,  which  is  a  fair  expectation. 

Senator  Lambert:  If  we  boil  the  whole  thing  down  do  we  not  get  this 
picture  that  it  is  on  a  desired  basis  of  co-operation  amongst  the  exporting 
and  importing  countries — 

Dr.  Hudson:  Yes,  sir. 

Senator  Lambert:  — rather  than  a  fixed  practical  plan  of  marketing? 

Dr.  Hudson:  Yes,  sir. 

Senator  Lambert:  Yes,  that  is  the  whole  point.  It  is  an  attempt  to  ration¬ 
alize  a  very  difficult  problem;  that  is  all. 

Dr.  Hudson:  Yes.  As  a  matter  of  fact,  Mr.  Chairman,  for  the  importing 
countries  to  obtain  their  normal  supplies  they  must  take  considerably  larger 
quantities  than  are  mentioned  here.  These  are  minimum  quantities,  and  they 
will,  in  fact,  take  larger  quantities. 

Senator  Macdonald:  The  United  Kingdom  will  take  30  million  more. 
They  are  bound  to  take  all  their  requirements  under  this  agreement  with  the 
exception  of  30  million  which,  I  understood  you  to  say — 

Senator  Lambert:  It  is  80  million,  actually,  They  are  taking  80  million  from 
us,  and  100  million  from  the  rest,  just  on  the  basis  of  the  tentative  figures. 

The  Acting  Chairman:  I  take  it  from  what  you  said  a  while  ago  that  when 
those  in  charge  of  this  whole  transaction  are  considering  the  requirements  of 
exporting  countries,  and  the  percentages  they  must  take,  they  differentiate  be¬ 
tween  commercial  transactions  and  special  purchases? 

Dr.  Hudson:  That  is  very  true,  Mr.  Chairman,  and  it  is  one  of  the  main 
points  in  this  agreement  as  compared  with  the  old  agreement.  The  old  agree¬ 
ment  did  not  take  into  account  the  special  transactions  under  the  United  States’ 
program,  or  various  other  program  by  which  wheat  is  supplied  on  a  con¬ 
cessional  or  gift  basis.  Under  this  new  agreement,  while  these  percentages 
only  refer  to  commercial  purchases,  it  is  provided,  nevertheless,  that  all  tran¬ 
sactions  between  the  exporting  countries  and  the  importing  countries  will  be 
recorded.  So  that  in  this  way  the  secretariat  of  the  International  Wheat  Council 
will  have  at  their  disposal  and  for  the  information  of  members,  as  complete  a 
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picture  as  possible  of  trade  in  wheat  amongst  these  countries.  They  will  be 
able  to  provide  this  information  for  the  purposes  of  the  annual  review,  which 
is  also  a  new  feature  of  this  agreement.  This  review  will  provide  an  opportunity 
for  member  countries  to  review  the  trade,  both  commercial  and  non -commercial, 
and  also  review  what  is  happening  in  terms  of  production  in  both  exporting 
and  importing  countries.  It  will  touch  on  the  policies  of  the  member  countries 
which  may  have  some  bearing  on  the  free  movement  of  wheat  into  these 
countries. 

Senator  Lambert:  That  review  will  be  published  in  the  form  of  a  report, 
I  suppose,  and  will  be  made  available  to  the  different  countries? 

Dr.  Hudson:  I  presume  this  information  will  be  available  at  the  meeting 
of  the  Wheat  Council  and  that  they  will  discuss  various  aspects  of  it. 

Senator  Lambert:  Has  the  F.A.O.,  under  the  United  Nations  been  in  the 
habit  of  publishing  a  report  of  this  kind?  It  seems  to  me  I  received  some  of 
their  figures  when  I  was  a  delegate  to  the  United  Nations,  but  I  have  not  seen 
any  recently. 

Dr.  Hudson:  For  example,  the  F.A.O.  publishes  this  booklet  entitled  World 
Grain  Trade  Statistics  and  the  Wheat  Council  publishes  this  booklet  World 
Wheat  Statistics.  So  that  between  these  two  sources  the  statistics  are  generally 
available,  but  they  do  not  at  the  present  time  provide  a  breakdown  on  the 
basis  of  commercial  and  special  transactions. 

Senator  Lambert:  I  think  it  would  be  a  very  good  supplement  to  these 
documents  if  the  International  Wheat  Agreement  Council  would  see  to  it  that 
there  was  a  more  detailed  report  given. 

The  Acting  Chairman:  I  believe  they  are  supposed  to  do  it  under  the 
agreement  we  are  discussing. 

Dr.  Hudson:  Mr.  Gherson  was  just  mentioning  to  me,  Mr.  Chairman,  that 
the  material  which  member  countries  will  be  sending  in  to  the  Wheat  Council 
secretariat  is  on  a  confidential  basis,  but  it  may  be  that  following  the  annual 
review,  the  Council  will  agree  to  circulate  it  or  make  it  generally  available. 

Senator  Lambert:  I  think  it  is  something  like  a  revelation  of  the  C.B.C’s 
details.  As  contributors  to  this  scheme  it  would  be  a  very  advisable  thing  to 
have  it.  It  certainly  would  be  informative  and  give  the  rank  and  file  of  us  who 
are  interested  in  this  a  more  realistic  basis  of  approach  to  the  whole  problem. 

Senator  Crerar:  Have  you  the  figures  of  the  total  volume  of  international 
trade  for  the  year  1957-58  in  wheat? 

Dr.  Hudson:  Yes,  that  would  be  included  in  this  volume  here. 

Senator  Crerar:  That  is  the  Wheat  Board  report? 

Dr.  Hudson:  The  Wheat  Council  statistics. 

Senator  Crerar:  What  are  the  figures?  I  have  not  seen  them.  I  would 
like  to  know  the  total  amount  of  trade  in  wheat,  the  total  volume  of  exports 
by  all  countries  in  1957-58. 

Dr.  Hudson:  We  mentioned  this  figure — 

Senator  Aseltine:  Is  that  not  on  the  record? 

Dr.  Hudson:  Yes. 

Senator  Lambert:  Yes,  it  was  given  before  Senator  Crerar  came  in. 

Dr.  Hudson:  The  total  exports  amounted  to  1,175,000,000  bushels. 

Senator  Crerar:  Britain  agrees  to  take  80  per  cent  of  its  imports  through 
this  agreement — 

Senator  Aseltine:  Commercial  imports. 

Senator  Crerar:  Just  a  moment.  Does  that  mean  80  per  cent  of  commercial 
exports  or  80  per  cent  of  commercial  and  special  transactions  combined? 
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Dr.  Hudson:  The  percentage  provided  in  the  agreement  is  only  the 
percentage  of  the  commercial  imports. 

Senator  Crerar:  India  agrees  to  take  70  per  cent.  Would  that  be  all 
commercial? 

Dr.  Hudson:  No,  that  is  70  per  cent  of  their  commercial  imports.  This, 
I  think,  is  a  very  good  illustration  of  a  situation  when  a  large  proportion  of 
their  imports  are  obtained  on  special  terms;  whereas  in  the  United  Kingdom, 
all  imports  of  wheat  are  commercial.  There  are  no  special  transaction  applying 
to  the  U.K. 

Senator  Crerar:  India  has  been  importing  wheat  in  the  past  under  what 
are  described  in  the  agreement  as  special  transactions.  Are  we  to  assume  they 
will  take  70  per  cent  as  ordinary  commercial  transactions  and  take  whatever 
balance  they  require  probably  through  special  transactions? 

Dr.  Hudson:  No,  senator.  They  will  still  take  by  far  the  bulk  of  their 
imports  on  a  special  transaction  basis.  Agreement  between  the  United  States 
and  India  provides  for  the  sale  of  large  quantities  of  wheat  to  India  under 
P.L.  480  for  local  currency.  It  would  only  be  such  quantities  as  India  buys 
commercially  that  this  70  per  cent  would  apply  to. 

Senator  Crerar:  Would  that  leave  the  United  States  in  a  position  where 
they  would  bargain  with  India  on  the  basis  that  they  would  say  to  India  “Now, 
we  will  supply  wou  with  a  volume  of  wheat  through  special  transactions  if 
you  will  take  a  certain  amount  under  the  old  commercial  method?” 

Dr.  Hudson:  This  situation  did  exist  but  as  a  result  of  discussions  with 
the  United  States  through  the  new  Wheat  Utilization  Committee  which  was 
established  as  a  result  of  the  Food  for  Peace  Conference  called  by  President 
Eisenhower,  the  United  States  has  agreed  that  she  will  discontinue  the  tying 
in  of  commercial  purchases  with  special  transactions.  I  should  qualify  this 
to  the  extent  that  exceptions  might  be  made  under  special  circumstances.  By 
and  large  they  have  agreed  to  discontinue  this  practice. 

Senator  Crerar:  In  other  words,  while  they  make  that  general  agreement 
there  are  loopholes  in  it? 

Dr.  Hudson:  Well,  not,  I  think,  serious  loopholes.  If  special  circumstances 
arose  they  would  discuss  the  situations  with  Canada  and  other  interested 
exporting  countries.  They  have  given  a  broad  assurance  that  tied-in  sales  of 
the  type  you  mentioned  will  be  discontinued,  and  I  think  we  can  assume  that 
this  assurance  will  cover  almost  all  transactions. 

Senator  Crerar:  You  mentioned  a  moment  ago,  I  believe,  for  the  year 
1957-58,  a  figure  of  one  billion,  100  million  bushels.  How  much  of  that  was 
under  the  International  Wheat  Agreement? 

Dr.  Hudson:  Mr.  Gherson  has  just  advised  me  that  the  guaranteed  quan¬ 
tities  were  295  million,  but  the  quantities  actually  recorded  were  about  195 
million  bushels. 

Senator  Crerar:  Of  the  volume  in  that  particular  year  of  one  billion,  100 
million,  roughly  200  million  was  through  the  instrumentality  of  the  Interna¬ 
tional  Wheat  Agreement? 

Dr.  Hudson:  Well,  I  think  perhaps  we  might  just  refer  back  to  the  present 
International  Wheat  Agreement,  and  while  there  are  quotas  established  under 
that  agreement  importing  countries  are  not  obliged  to  record  every  trans¬ 
action;  they  may  have  a  certain  guaranteed  quantity  but  they  may  elect  for 
some  reason  or  other  that  they  do  not  wish  to  have  these  recorded.  Therefore, 
quite  a  lot  of  this  trade  may  have  been  recordable  but  actually  not  reported 
for  recording  under  the  agreement. 

21569-9—2 
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Senator  Crerar:  Did  these  countries  in  the  year  under  discussion  take 
their  quantities  under  the  agreement  that  they  were  supposed  to  take? 

Dr.  Hudson:  I  think  that  it  might  be  useful,  going  back  through  the  agree¬ 
ments,  to  indicate  just  how  important  the  guaranteed  quantities  were  in  terms 
of  the  total  trade.  Now,  for  example,  in  1953-54  the  guaranteed  quantities  were 
47  per  cent  of  the  total  world  imports  of  wheat,  but  this  percentage  decreased 
until  in  1957-58  the  guaranteed  quantities  were  only  29  per  cent  of  the  total 
import  trade.  Now,  the  recorded  transactions  in  this  most  recent  year  were 
only  66  percent  of  the  guaranteed  quantities.  I  think  this  answers  in  part  your 
question,  sir.  And  the  recorded  quantities  under  the  wheat  agreement  were 
30  per  cent  of  the  total  trade  between  the  wheat  agreement  exporters  and 
wheat  agreement  importers. 

Senator  Crerar:  Where  did  they  get  the  balance  of  their  requirements? 

Dr.  Hudson:  They  got  the  balance  from  the  same  countries,  but  it  was  not 
recorded.  This  was  one  of  the  points  of  weakness  that  have  been  showing  up  in 
recent  years  under  the  old  agreement,  and  one  of  the  reasons  it  was  felt 
desirable  to  make  some  change  in  the  approach. 

Senator  Crerar:  As  a  matter  of  fact,  was  not  the  grain  trade  in  Canada 
and  the  United  States,  and  Britain,  and  elsewhere,  pretty  well  aware  of  these 
movements  without  these  being  recorded? 

Dr.  Hudson:  Oh,  yes. 

Senator  Crerar:  Of  course,  they  always  have  been  aware  of  it. 

Dr.  Hudson:  And  they  have  been  recorded  in  the  statistics,  in  any  case. 
But  this  was  merely  a  recording  under  the  terms  of  the  old  agreement  where 
importers  agreed  to  accept  certain  guaranteed  quantities  if  the  price  went  to 
the  minimum,  and  since  importers  were  afraid  of  being  called  to  take  those 
quantities  at  the  minimum,  therefore  they  made  their  guaranteed  quantities 
less  than  their  actual  requiremens. 

The  Acting  Chairman:  Any  further  questions? 

Senator  Macdonald:  The  three  best  customers  in  the  world  for  wheat  are 
the  United  Kingdom,  Germany  and  Japan;  is  that  correct? 

Dr.  Hudson:  That  is  correct. 

Senator  Macdonald:  Now,  under  this  agreement  if  an  exporting  country, 
for  instance,  Canada,  is  prepared  to  sell  wheat  to  these  countries  at  $1.90  a 
bushel  are  these  countries  required  to  take  that  wheat  up  to  the  specified 
quantity  at  that  price? 

Senator  Lambert:  Down  to  $1.50. 

Dr.  Hudson:  The  commitment  on  the  part  of  the  importers  extends  through¬ 
out  the  range;  in  other  words,  at  any  point  within  the  range  below  the  max¬ 
imum,  at  any  point  say  below  $1.90. 

Senator  Macdonald:  Well,  supposing  another  country  will  sell  at  $1.49 
and  Canada  will  sell  at  $1.50,  are  the  importing  countries  required  to  take 
their  quota  at  $1.50? 

Dr.  Hudson:  Yes. 

Senator  Lambert:  Mr.  Chairman,  there  have  been  special  sales  made  by 
Canada  at  what  you  might  call  special  prices  over  three  of  four  years,  such  as 
the  contract  with  Russia,  for  instance,  which  was  made  during  Mr.  Howe’s 
regime, — really  an  agreement  for  three  years,  was  it  not,  which  has  expired? 

Dr.  Hudson:  But  that  was  a  commercial  transaction,  sir,  and  at  the  regular 
price  that  prevailed  on  that  particular  date. 
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Senator  Lambert:  I  was  under  the  impression  that  it  was  otherwise. 

Dr.  Hudson:  No,  it  was  an  entirely  commercial  transaction  on  a  cash  basis 
and  at  the  going  price  at  that  date. 

Senator  Lambert:  At  the  scale  under  the  agreement  prices? 

Dr.  Hudson:  Yes. 

Senator  Macdonald:  Would  there  be  competition  between  the  exporting 
countries  up  to  the  quota  between  the  prices  of  $1.50  and  $1.90? 

Dr.  Hudson:  Yes. 

Senator  Macdonald:  If  Canada  wants  to  sell  at  $1.90  there  is  nothing 
to  prevent  say  Mexico  from  offering  the  same  wheat  at  $1.50? 

Dr.  Hudson:  That  is  right. 

Senator  Lambert:  But  with  the  qualification  that  Japan,  China,  the  West 
Indies,  or  some  other  country,  would  require  that  a  lower  grade  of  wheat 
would  be  at  a  lower  price  than  $1.50? 

Dr.  Hudson:  Oh,  yes.  The  prices  as  established  in  the  Wheat  Agreement 
refer  to  No.  1  Northern,  based  at  Fort  William-Port  Arthur. 

Senator  Lambert:  Nos.  1,  2  and  3,  is  it  not? 

Dr.  Hudson:  Well,  the  basis  of  $1.50  to  $1.90  is  for  No.  1,  and  for  other 
wheats  from  other  countries,  other  grades  of  wheat,  equivalent  prices  will  be 
established  under  a  formula  prescribed  in  the  agreement  (Article  6). 

Senator  Macdonald:  Have  you  any  information  about  Canada’s  share  of 
world  trade  in  wheat?  My  information  is  that  in  1953  Canada’s  share  of  world 
trade  in  wheat  was  approximately  40  per  cent.  Have  we  held  that  position? 

Dr.  Hudson:  This  is  of  total  exports? 

Senator  Macdonald:  Yes. 

Dr.  Hudson:  On  the  basis  of  the  table  that  I  have  here,  in  1957-58,  again 
in  metric  tons,  Canada’s  exports  amounted  to  8,595,000  metric  tons  out  of  a 
total  of  about  32  million. 

Senator  Macdonald:  What  percentage  would  that  be? 

Dr.  Hudson:  The  percentages  are  given  in  this  International  Wheat 
Council  statistical  report  for  various  years.  I  will  give  them  for  the  average, 
the  four  crop  years  1949/50-1952/1953,  that  is,  the  average  over  that  period, 
34.8  per  cent. 

Senator  Macdonald:  Of  world  trade? 

Dr.  Hudson:  Yes. 

For  the  crop  years  1953-54,  36.9  per  cent;  1954-55,  28.6  per  cent;  1955-56, 
29.4  per  cent;  1956-57,  26.2  per  cent.  This  is  the  total  for  exporting  countries 
but  excluding  the  U.S.S.R. 

Senator  Macdonald:  So  we  have  been  losing  our  position  in  the  world 
as  an  exporter  of  wheat  during  the  years  you  have  mentioned? 

Senator  Lambert:  No,  I  think  that  is  wrong.  I  think  we  have  increased 
our  exports  of  wheat  over  the  years. 

Senator  Haig:  Mr.  Chairman,  would  the  witness  read  the  figures  for  the 
last  four  years  again? 

Dr.  Hudson:  Perhaps  if  I  were  to  just  give  the  total  world  exports,  and 
those  figures  will  include  Russia,  and  the  Canadian  exports,  this  would  give 
you  the  information. 

For  the  period  1935-39,  out  of  a  total  world  average  export  of  wheat 
amounting  to  17.4  million  metric  tons,  Canada  exported  4.4  million.  That  was 
the  average  for  1935-39,  pre-war; 
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For  1954-55,  the  total  was  26.4  million.  Canada’s  exports  were  6  9 
million; 

For  1955-56,  the  total  was  29.0  million,  and  Canada’s  exports  were  7.9 
million  metric  tons. 

For  1956-57,  the  total  was  36.2  million,  and  Canada’s  exports  were  7.7 
million  ; 

In  1957-58,  the  total  had  fallen  back  to  32.2  million  metric  tons  and  Can¬ 
ada’s  exports  were  8.6  million. 

Thus  during  this  period  as  compared  with  4.4  million,  pre-war,  Canada’s 
exports  are  now  5.6  million,  but  at  the  same  time  world  exports  have  gone 
from  17.4  million  to  32  million. 

Senator  Burchill:  What  was  the  figure  for  1957-58? 

Dr.  Hudson:  The  total  was  32.2  million. 

Senator  Burchill:  What  was  Canada’s  share? 

Dr.  Hudson:  8.6  million  metric  tons. 

Senator  Macdonald:  That  would  be  about  25  per  cent. 

Senator  Lambert:  That  shows  an  increase  really  in  our  Canadian  exports, 
out  of  that  total. 

Dr.  Hudson:  Yes,  but  a  decreasing  percentage  because  of  the  increased 
trade. 

Senator  Lambert:  But  has  there  not  been  a  broader  distribution  since  the 
end  of  the  war?  Canada  has  adjusted  her  trade  considerably  with  other 
countries  she  never  exported  to  before  at  all. 

Dr.  Hudson:  One  of  the  factors  in  this  increase  in  exports  is  the  conces¬ 
sional  exports  from  the  United  States  which  might  be  of  interest  to  the 
committee,  Mr.  Chairman.  In  1954-55  the  United  States  commercial  exports 
were  3.1  million  metric  tons,  and  their  concessional  exports,  4.3  million. 

Senator  Lambert:  What  do  you  mean  by  concessional? 

Dr.  Hudson:  Sold  for  local  currency  or  some  other  such  arrangement, 
under  public  law  480. 

Senator  Lambert:  And  that  has  affected  Canada’s  exports? 

Dr.  Hudson:  No,  but  it  does  affect  the  total.  The  special  transactions  from 
the  United  States  increased.  They  were  10  million  metric  tons  in  1956-57 
while  their  commercial  exports  were  4.7  million. 

Senator  Lambert:  That  is  out  of  a  total  of  36  million  tons? 

Dr.  Hudson:  Yes. 

Senator  Macdonald:  So  the  world  market  for  wheat  has  increased  over 
the  years  and  Canada’s  percentage  of  that  amount  has  decreased? 

Dr.  Hudson:  That  is  right. 

Senator  Macdonald:  So  we  have  not  held  our  place  in  the  world’s  market 
as  far  as  wheat  is  concerned? 

Senator  Lambert:  Well,  that  is  due  to  another  factor  altogether. 

Senator  Macdonald:  Well,  what  I  am  getting  now  are  the  facts. 

Dr.  Hudson:  We  should  note  that  this  increase  in  total  exports  is  to  a 
great  extent  due  to  the  special  exports  from  the  United  States  and  other 
countries  too.  That  is  one  of  the  main  factors. 

The  Acting  Chairman:  Senator  Macdonald,  have  you  the  information  as 
to  the  facts  you  wanted? 

Senator  Stambaugh:  Mr.  Chairman,  I  would  like  to  put  this  in  a  little 
different  way.  As  far  as  commercial  transactions  are  concerned  Canada  has 
actually  held  her  own? 
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Senator  Lambert:  It  has  increased  its  position. 

Senator  Stambaugh:  If  you  take  out  the  special  transactions,  Canada  has 
actually  increased  its  position,  has  it  not? 

The  Acting  Chairman:  Are  there  any  further  questions? 

Senator  Haig:  Mr.  Chairman,  I  would  like  to  find  out  who  were  present 
at  the  negotiations  concerning  this  agreement? 

Dr.  Hudson:  Mr.  Chairman,  the  agreement  was  negotiated  in  Geneva. 
There  were  two  sessions.  The  first  session  was  held  in  November,  and  the 
second  one  was  held  in  January.  Would  you  like  a  list  of  the  Canadian 
representatives  ? 

Senator  Haig:  I  would  like  to  know  who  they  represented. 

Dr.  Hudson:  The  official  representatives  were  officials  of  the  Government 
and  the  Canadian  Wheat  Board. 

Senator  Haig:  Was  a  representative  of  the  wheat  pools  there? 

Dr.  Hudson:  The  representatives  of  the  wheat  pools  and  of  the  farm 
organizations  were  there  as  members  of  the  Advisory  Committee  to  the 
Canadian  Wheat  Board.  The  members  of  the  Advisory  Committee  to  the 
Canadian  Wheat  Board  are  drawn  from  these  organizations  and  they  were 
present  as  advisors  to  the  Canadian  Delegation  at  the  final  session. 

Senator  Haig:  Did  all  the  advisors  agree  to  this  agreement. 

Dr.  Hudson:  Yes. 

Senator  Haig:  Did  they  all  approve  of  it? 

Dr.  Hudson:  Yes. 

Senator  Haig:  Thank  you. 

Senator  Macdonald:  I  wonder  if  the  witness  could  give  us  any  informa¬ 
tion  on  the  position  of  wheat  in  Canada  today:  what  is  our  surplus,  and  what 
are  the  prospects  for  the  current  year? 

Dr.  Hudson:  Do  you  wish  information  on  the  general  world  situation? 

Senator  Macdonald:  Yes,  in  the  first  instance. 

Dr.  Hudson:  I  don’t  know  in  what  detail  the  committee  might  like  this 
information,  Mr.  Chairman,  but  part  of  a  paper  which  I  presented  in  Winnipeg 
two  weeks  ago  deals  with  the  current  world  situation.  If  it  would  interest 
the  committee,  I  could  take  the  information  from  that  paper. 

The  Acting  Chairman:  If  you  prefer  to  do  that,  please  do. 

Dr.  Hudson:  World  wheat  supplies  at  the  beginning  of  1959  were  probably 
at  a  record  level.  Production  of  wheat  in  1958  is  estimated  at  approximately 
250  million  metric  tons  (9.1  billion  bushels),  exceeding  the  previous  record 
in  1956  by  over  13  per  cent  and  the  1957  crop  by  almost  20  per  cent.  The 
aggregate  quantity  of  the  carry-over  existing  in  all  countries  at  the  beginning 
of  their  respective  crop  years  is  estimated  at  nearly  50  million  metric  tons 
(1.8  billion  bushels).  This  amount  exceeds  by  more  than  60  per  cent  the 
annual  total  of  the  international  wheat  trade.  Global  availability  of  wheat 
in  1958-59  should  therefore  be  close  to  300  million  metric  tons  (11  billion 
bushels) . 

The  larger  output  of  1958  was  mainly  the  result  of  bumper  crops  harvested 
in  the  three  major  producing  countries:  the  U.S.S.R.,  the  United  States  and 
China.  The  United  States  record  crop  of  39.5  million  metric  tons  exceeded 
that  of  1957  by  14  millions  tons.  On  the  other  hand,  Canada’s  crop  of  368.7 
million  bushels  (10  million  metric  tons)  was  slightly  lower  than  that  of 
the  year  before  and  well  below  the  average  for  the  past  10  years. 
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In  Western  Europe  wheat  production  was,  in  general,  less  satisfactory 
than  in  the  previous  year.  It  is  now  estimated  at  36.2  million  tons,  about 
1  million  tons  less  than  in  1957.  France  accounts  for  much  of  the  reduction. 
In  the  Scandinavian  countries,  in  Spain  and  in  Portugal  the  outturn  was  con¬ 
siderably  smaller  than  in  the  previous  year.  The  crops  of  the  United  King¬ 
dom,  Germany,  Belgium  and  the  Netherlands  measured  up  well  from  a 
quantity  standpoint  to  those  of  1957,  but  their  quality  was  much  poorer. 
Good  crops  were  harvested  in  Italy  and  Greece.  The  harvest  was  also  good  in 
Turkey  and  some  recovery  occurred  in  North  African  production. 

The  output  of  Eastern  Europe,  Russia  excluded,  was  on  the  whole  smaller 
than  in  1957,  sizable  reductions  occurring  in  Yugoslavia,  in  Hungary,  in 
Roumania,  in  Bulgaria,  and  in  Czechoslovakia. 

In  the  southern  hemisphere  aggregate  wheat  production  was  larger  than 
in  the  preceding  year,  in  spite  of  marked  differences  among  countries. 
Australia’s  crop  more  than  doubled  and  the  harvest  was  also  abundant  in 
Argentina.  Production  was  below  normal  in  South  Africa,  in  Brazil  and  in 
Uruguay.  Some  tropical  countries  like  India  and  Pakistan,  where  harvesting 
time  is  again  imminent,  had  in  1958  very  disappointing  crops,  but  the  prospects 
for  the  new  crops  are  excellent. 

As  a  result  of  increased  requirements  of  importing  countries,  inter¬ 
national  trade  in  wheat  is  currently  running  higher  than  in  the  preceding 
year,  but  will  probably  not  reach  the  record  level  of  1956-57.  The  1957-58 
exports  of  wheat  under  special  programs  accounted  for  30  per  cent  of  the 
world  wheat  trade  and  will  probably  be  as  large  in  1958-59.  Although  con¬ 
sumption  of  wheat  is  likely  to  show  an  increase  in  the  current  season?  the 
abundant  harvests  of  1958-59  will  result  in  a  substantial  addition  to  stocks 
of  wheat.  According  to  F.A.O.  estimates,  carry-over  stocks  of  wheat  held  by 
the  four  major  exporting  countries  will  probably  increase  to  51  million  tons 
by  the  end  of  the  current  season.  This  stock  would  be  70  per  cent  more 
than  annual  world  exports.  While  it  is  expected  that  the  United  States  will 
contribute  11  million  tons  to  this  increased  level  of  stocks,  the  report  suggests 
that  Canadian  stocks  may  be  reduced  by  about  3  million  tons. 

Senator  Macdonald:  Dr.  Hudson,  I  think  you  said  it  is  expected  this  year 
that  the  sale  of  wheat  by  special  transaction  will  amount  to  about  30  per  cent. 

Dr.  Hudson:  I  said  that  last  year  it  amounted  to  about  30  per  cent,  and 
it  was  expected  that  it  would  be  as  high  this  year  as  last  year. 

Senator  Macdonald:  You  said  earlier  in  your  evidence,  as  I  understood  you, 
that  the  United  States  was  not  going  to  enter  into  as  many  of  these  special 
transactions  this  year. 

Dr.  Hudson:  I  did  not  intend  to  say  that,  sir. 

Senator  Macdonald:  Perhaps  I  misunderstood  you. 

Senator  Pearson:  When  you  say  that  Canada  will  reduce  her  wheat  stock 
by  3  million  tons,  do  you  mean  the  total  stocks  in  Canada  will  be  reduced  by 
that  amount? 

Dr.  Hudson:  This  estimate  applies  to  the  carry-over  of  stocks.  I  must  say 
it  is  not  my  estimate,  but  that  of  the  F.A.O.  statistics,  and  I  would  not  want  to 
say  how  close  it  will  be.  However,  the  stocks  will  certainly  be  reduced. 

Senator  Lambert:  That  is  anticipating  a  shorter  crop  this  year. 

Dr.  Hudson:  No.  This  refers  to  the  stocks  before  the  crop  is  harvested. 

Senator  Macdonald:  That  is  for  the  crop  year  ending  at  the  end  of  this 
month. 

Dr.  Hudson:  That  is  right. 
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Senator  Macdonald:  Would  the  witness  like  to  give  us  his  opinion  as  to 
the  prospects  for  the  coming  year? 

Senator  Haig:  It  is  too  early;  it  can’t  be  done. 

Senator  Macdonald:  I  have  heard  other  experts  give  opinions.  The  witness 
could  take  into  consideration  the  weather,  the  amount  of  land  seeded,  and  so  on. 

Dr.  Hudson:  I  think,  Mr.  Chairman,  it  is  rather  hazardous  to  make  an 
estimate  at  this  time  on  anything  that  can  be  as  variable  as  wheat  production. 

The  Acting  Chairman:  Perhaps  we  should  excuse  the  witness  on  that 
point. 

Senator  Lambert:  Mr.  Chairman,  I  move  that  this  agreement  be  concurred 
in.  There  are  all  sorts  of  uncertainties  and  hopeful  anticipations  that  cannot 
be  set  down  definitely.  As  to  the  principle  of  the  agreement,  we  have  been 
approving  it  now  for  the  past  15  or  20  years. 

Senator  Macdonald:  I  second  the  motion. 

Motion  agreed  to. 

Senator  Macdonald:  Mr.  Chairman,  I  am  sure  the  committee  would  like 
to  express  its  appreciation  to  Dr.  Hudson  for  the  valuable  information  he  has 
given.  Notwithstanding  the  objection  of  certain  senators  to  having  the  evidence 
reported,  I  am  pleased  that  we  will  have  a  record  of  what  has  been  said.  In 
doing  so,  we  have  offended  no  one,  and  what  has  been  said  will  be  helpful  to 
all  of  us  when  the  question  of  wheat  is  again  discussed  in  the  Senate. 

Senator  Aseltine:  I  join  in  the  thanks  to  Dr.  Hudson  for  his  information 
here  today,  and  for  the  help  he  has  given  me  in  presenting  the  agreement  and 
its  terms  to  the  Senate.  I  am  sure  the  information  he  has  given  today  will 
be  appreciated  by  the  public  generally. 

The  Acting  Chairman:  May  we  extend  our  thanks  also  to  Mr.  Gherson 
for  the  help  he  has  given  Dr.  Hudson  in  his  presentation. 

— Whereupon  the  committee  adjourned. 


